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ST.GEORGE BANK LIMITED Group Financial Results
For the year ended 30 September 2001

1  Financial Summary

1.1 Results at a Glance
Profit and Loss

¢ Profit available to ordinary shareholders was $336 million (30 September 2000: $286 million),
an increase of 17.5%.

s Non-interest income before significant items, increased to $682 million
(30 September 2000: $552 million), an increase of 23.6%

¢ Operating expenses before significant items increased to $1,126 million (30 September 2000:
$1,104 million), a relatively small increase of 2.0%

e Basic earnings per ordinary share before significant items and goodwill amortisation increased
to 101.9 cents (30 September 2000: 83.0 cents)

e Return on average ordinary equity before significant items and goodwill amortisation increased
to 16.56% (30 September 2000: 13.86%)

Balance Sheet

» Total assets were $50.8 billion (30 September 2000: $49.6 billion), an increase of 2.4%.

o Receivables (both on and off-balance sheet) were $45.9 billion (30 September 2000: $42.9
billion), an increase of 7.2%.

¢ Significant marketing programs were undertaken that stabilised our market share of residential
loans.

e Home equity receivables grew by 20.7% during the year, demonstrating strong focus on more
profitable areas of growth.

¢ Retail funding was $25.7 billion (30 September 2000: $22.9 billion), an increase of 12.1%, the
largest increase since the 1997 acquisition of Advance Bank.

Dividends

e A final ordinary dividend of 34 cents per ordinary share, fully franked (30 September 2000: 29
cents) has been declared by the Board, reflecting the strong results for the year. This brings the
total dividend to 65 cents, an increase of 18.2%.

e The Dividend Reinvestment Plan will operate for the final dividend, with a one-off 2.5%
discount.

Other

¢ Managed funds stood at $15.2 billion (30 September 2000: $13.6 billion) an increase of
11.5%. SEALCORP grew 18.9% to $11.0 billion.

e Net non-accrual loans as a percentage of net receivables increased to 0.12% (30 September
2000: 0.07%). The Group’s level of non-accrual loans is still low by industry standards.
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1.2

ST.GEORGE BANK LIMITED

Group Financial Results

For the year ended 30 September 2001

Group Highlights

The financial information provided in this statement of financial results and dividend announcement relates
to the operations of St.George Bank Limited and its controlled entities (“the Group™) for the year ended 30
September 2001. The results have been subject to an independent audit by the Group’s external auditors,
KPMG. Comparative information has been reclassified where necessary to enhance comparability.

TOTAL ON BALANCE SHEET ASSETS
SECURITISED RECEIVABLES

OPERATING PROFIT

Before preference dividends and:

- after income tax, OEIl M and before goodwill and significant items @
- after income tax, OEI, goodwill and before significant items

- after income tax, OEI, goodwill and significant items

)

After preference dividends (ie available to ordinary shareholders) and:
- after income tax, OEI and before goodwill and significant items

- after income tax, OEI, goodwill and before significant items

- after income tax, OEI, goodwill and significant items

UNDERLYING PROFIT (refer page 14)

RETURN ON AVERAGE ASSETS (Annualised) @
- after income tax, OEI and before goodwill and significant items
- after income tax, OE], goodwill and significant items

RETURN ON AVERAGE RISK WEIGHTED ASSETS (Annualised)
- after income tax, OEI and before goodwill and significant items
- after income tax, OEIL goodwill and significant items

RETURN ON AVERAGE ORDINARY EQUITY (Annualised) ¥
- after income tax, OE] and before goodwill and significant items
- after income tax, OEI, goodwill and before significant items

- after income tax, OEI, goodwill and significant items

EXPENSES AS % AVERAGE ASSETS - (excluding goodwill and significant items)
EXPENSE / INCOME RATIO - (excluding goodwill and significant items)
INTEREST MARGIN

ORDINARY DIVIDEND (Fully franked)

EARNINGS PER ORDINARY SHARE ® (Annualised)

Basic
- before goodwill and significant items
- after goodwill and significant items

Diluted
- before goodwill and significant items
- after goodwill and significant items

NET TANGIBLE ASSETS PER ORDINARY SHARE

CAPITAL ADEQUACY RATIO
(1) OEI refers to Outside Equity Interests in controlled cntitics.

comparative purposes. Refer page 15 for discussion.
(3) Before preference dividends.
(4) After preference dividends.
(5) Comparatives have been restated in accordance with the amended AASB 1027 '‘Earnings per Share .

$m

Sm

$m
Sm
Sm

$m
$m

$m

Cents

Cents
Cents

Cents
Cents

——Six months to— —Twelve months to-~
Sept  -March Sept Sept
2001 2001 2001 2000

50,804 47,958 50,804 49,610
5,070 4,190 5,070 2811
283 261 544 452
234 211 445 351
194 211 405 354
252 223 475 384
203 173 376 283
163 173 336 286
476 411 887 747
1.14% 1.06% 1.09% 0.95%
0.78% 0.85% 0.81% 0.74%
1.95% 1.86% 1.90% 1.72%
1.34% 1.50% 1.42% 1.34%
17.36%  15.78%  16.56%  13.86%
13.98% 12.24% 13.11% 10.21%
11.23% 1224% 11.71% 10.32%
2.06% 2.08% 2.07% 2.11%
51.7% 55.6% 53.6% 58.2%
2.78% 2.74% 2.76% 2.70%
34.0 31.0 65.0 55.0
107.1 96.6 101.9 83.0
69.4 749 72.1 61.8
108.2 92.6 101.6 80.5
71.4 71.9 72.6 61.5
3.28 293 3.28 290
11.1% 10.8% 11.1% 11.5%

(2) Under the revised accounting standard AASB 1018, abnormal items no longer cxist. Prior period abnormal items have been classified as 'significant items' for
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ST.GEORGE BANK LIMITED Group Financial Results
For the year ended 30 September 2001

1.2 Group Highlights (cont...)

Net Interest Income

- Net Interest Income for the year was $1,235 million (30 September 2000: $1,172 million) an
increase of 5.4%. During the year ended 30 September 2000, the cash to 90-day spread
unfavourably affected interest margin. This trend reversed during the September 2001
financial year. In addition, growth in receivables and changes in its composition have
increased the Group’s ability to steady interest income.

- The second half growth in net interest income was $11 million. This was achieved despite
intense competitive pressure.

Diversification of Income Streams

- Non-interest income (excluding significant items) was $682 million (30 September 2000:
$552 million) an increase of 23.6%. Non-interest income (excluding significant items) now
accounts for 35.6% of total income (30 September 2000: 32.0%)

- Managed funds have continued their rapid growth to $15.2 billion at 30 September 2001 from
$13.6 billion at 30 September 2000. The current year growth occurred despite the transfer of
the $0.9 billion Advance Property Fund to Stockland Limited on 1 December 2000.

Cost Containment

- The expense to income ratio, before goodwill amortisation and significant items, fell to 53.6%
(30 September 2000: 58.2%). The improvement is attributable to the focussed development of
non-interest income, while streamlining processes and achieving sustainable cost containment.

- Operating expenses before goodwill and significant items were $1,027 million for the year (30
September 2000: $1,003 million). Included in these operating expenses is non-recoverable
GST expense of $24 million for the year (30 September 2000: $4 million).

- Operating expenses (before goodwill and significant items) remained stable in the second half
at $512 million (half year to 31 March 2001: $515 million) reflecting the success of the Group
Redesign.
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1.2

ST.GEORGE BANK LIMITED Group Financial Results

For the year ended 30 September 2001

Group Highlights (cont...)

Shareholder Returns

Return on average ordinary equity (before goodwill and significant items) increased to 16.56%
(30 September 2000: 13.86%).

Basic earnings per ordinary share (before goodwill and significant items) increased to 101.9
cents (30 September 2000: 83.0 cents).

The Board has declared a final ordinary dividend of 34 cents per ordinary share, payable on 14
December 2001. This dividend will be fully franked at 30%.

Capital Management

Conversion of $140 million of unissued allotted capital (STRYPES) into 18.4 million ordinary
shares on 14 August 2001.

Completion of $3.3 billion securitisation of residential loans receivables via two issues
through the Crusade Program.

Share buy-back of $376 million completed on 28 March 2001.

Issue of $300 million of Preferred Resetting Yield Marketable Equity Securities (PRYMES)
on 21 February 2001, raising $291 million after underwriting and other expenses.

Conversion of $360 million Converting Preference Shares to ordinary shares on 29 March
2001.

The Dividend Reinvestment Plan will operate for the final dividend, with a one-off 2.5%
discount. The DRP will be underwritten to the extent of $120 million.

Assets and Asset Quality

Receivables (on and off-balance sheet) were $45.9 billion (30 September 2000: $42.9 billion)
an increase of 7.2%.

Bad and doubtful debts expense for the year ended 30 September 2001 was $77 million (30
September 2000: $50 million). This expense was impacted by a provision on one of the
Bank’s larger exposures.

The general provision associated with the $3.3 billion of securitised loans during the year was
reversed. Despite this reversal, the level of general provision is $4 million above the accepted
industry level of 0.5% of risk-weighted assets.

Market Share

The Group’s market share of residential loan receivables has stabilised during the year. On
and off balance sheet residential loans grew 2.8% for the six months to 31 March 2001, from
$30,472 million to $31,323 million and 6.4% for the six months to 30 September 2001, from
$31,323 million to $33,334 million.
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2.1

2.2

ST.GEORGE BANK LIMITED Group Financial Results
For the year ended 30 September 2001

Business Summary

Executive Leadership

St.George’s Chief Executive Officer and Managing Director, Mr Ed O’Neal died on 16 September
2001. Ed’s leadership has been instrumental in greatly improving the efficiency and profitability of
the Group and will be greatly missed.

As a result of Ed’s untimely death, the Board has appointed Frank Conroy to act as Executive
Chairman and Lou Morris as Acting Chief Operating Officer. St.George has begun its search for
Ed’s replacement.

Strategic Overview

St.George, the nation’s fifth largest bank, continues to offer Australian consumers a real banking
alternative by differentiating itself from major competitors in terms of service quality and value
offered. The strategic focus of the Group is to build on the enabling platform of Best Bank, increase
focus on sales to target segments, give priority to Wealth Management, and continue to grow
organically.

Many of the process improvements implemented during the past year were designed to increase the
speed and consistency of customer service in both call centres and branches and to enhance self-
service options such as internet and phone banking.

Customer satisfaction surveys conducted by Roy Morgan Research (source: Roy Morgan Research
August 1999 — July 2001) show that St.George continues to maintain its position well ahead of the
four major banks for customer satisfaction nationally.

The Bank regularly conducts its own customer satisfaction surveys across all areas of the business.
An integral part of this program is the associated staff training that is designed to target specific
concerns highlighted by the surveys. Customer satisfaction is a key performance measure for all
staff and a proportion of annual incentive compensation is based on survey results.

One of the Group’s key priorities now is to deepen relationships with key segments of the Bank’s
retail, corporate and commercial customers. In addition, the Bank continues to develop mortgage,
small business, insurance and financial planning sales capability to better serve the traditional retail
customer base.

The Group’s strategies can be articulated as a series of three horizons”. The horizons have been
identified as follows:

o The First Horizon strategy is to improve, extend and defend the Group’s core banking business.
This horizon has the strongest potential to drive profitability in the short-to-medium term. With
more satisfied customers but lower cross-sell ratios than our competitors, the Group has a greater
potential to increase business volumes and revenues.

The key components of the First Horizon are the ‘Best Bank’ redesign program, internet banking
and the focus on increasing sales to existing customers. The Group has now substantially
completed its redesign program known as ‘Best Bank’ (a complete review of the Group
Redesign is outlined in section 2.3).

* Adapted from “Alchemy of Growth”, 1999 — (Baghai, Coley & White)
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2.2

ST.GEORGE BANK LIMITED Group Financial Results
For the year ended 30 September 2001

Strategic Overview (cont...)

e The Second Horizon is to invest in high growth, high return complementary businesses. This
strategy included a focus on increasing the Group’s depth of coverage across the wealth
management value chain and growing the businesses of Funds Administration, Funds
Management, and Funds Advisory.

» The Third Horizon is to invest in a range of new business models and opportunities. It has been
necessary to write down the carrying value of a number of these investments due to changes in
market conditions and the current uncertain economic climate. However, the majority of these
investments are considered integral to St.George’s eCommerce and financial services strategy.

Retail and Small Business

The focus on core banking business is mainly reflected through the Group’s retail and small
business operations where the focus in the past year has been on further developing its profitable
product set. This product set includes mortgage lending, retail deposits, and card based products.
At the same time the Group continued to develop electronic channels though expansion of EFTPOS
machines, ATM’s, development of call centre support, and expanding its differentiated branch
network (a three-tier branch network aligning service delivery with customer needs).

In terms of personal customers there has been a revitalised focus on increasing the Portfolio
Mortgage and Investor Mortgage contributions. Earlier this year St.George launched the Starts Low
— Stays Low credit card. With a guaranteed low interest rate, the product has proved popular with
customers.

In April the Group introduced value-based pricing to better match fees to the service channels
customers choose. A key outcome of this approach 1s that customers accessing the Group’s more
cost-effective electronic channels are benefiting from the revised fee structure.

As the Australian population has been increasing its use of on-line banking, over the past year, the
Bank has added considerable extra capacity to its internet banking facilities to improve stability and
customer access. St.George now has over 380,000 registered Internet Banking customers
conducting approximately 1.7 million transactions per month.

The focus on horizon three was demonstrated through ‘dragondirect’, an initiative that capitalises on
St.George’s strong brand without involving the traditional branch network. The ‘dragondirect’
platform offers products exclusively by internet and phone. The ‘directsaver’ offered through
‘dragondirect’ has attracted over $1.9 billion in retail funds over the past 13 months, 70 per cent
originating from new customers to the Bank. The Group recently announced the launch of a
managed funds offering, ‘directfunds’, through the ‘dragondirect’ platform. Potential future
products under review for offer through ‘dragondirect’ include, credit cards, insurance, transaction
accounts and mortgage products.

For small business customers, the focus has been on expanding face to face services for customers in
rural and regional areas of NSW, SA and Vic. With the establishment of a dedicated small business
banking unit, a key thrust will be the delivery of significant efficiency and productivity
improvements, along with the launch of a2 new competitive product set. Merchants business will
continue to be expanded in line with market demand and industry trends.

In South Australia the focus has been on leveraging the leading market positioning of BankSA a
separately branded, full service financial institution.
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ST.GEORGE BANK LIMITED Group Financial Results
For the year ended 30 September 2001

Strategic Overview (cont...)
Commercial and Corporate Business

Further to the First Horizon, in the commercial and corporate part of the business the focus has been
on deepening key account relationships, increasing productivity and operational efficiency, and
increasing the Group’s share in target markets. The Group has recently launched a marketing
campaign aimed at enhancing and elevating St George’s “commercial” identity, which will drive
increased penetration into the business market.

The Bank has also just completed a successful pilot of “Business Banking Online”, a new electronic
banking solution for business customers and intermediaries. Growth in this area is expected to be
strong over the next 12 months.

In addition, as part of the Group’s horizon two strategy Scottish Pacific provides factoring solutions
to small to medium businesses where the GST has affected their ability to collect outstanding credit
sales efficiently.

Wealth Management

At the same time as improving, extending and defending the Group’s core banking business,
St.George is also investing in high-growth and high-return complementary businesses that extend
the depth and reach of its wealth management services (ie Horizon Two). These businesses,
designed to diversify the Bank’s revenue streams and enhance sustainable long-term growth
opportunities, include Sealcorp, WealthPoint, the St.George Private Bank and Advance Asset
Management.

As part of its focus on customer solutions the Group has continued to build a number of expert sales
forces to enhance product and service delivery, notably in its private wealth management business.
As part of this effort, over the past 18 months the Group has continued to build a number of expert
sales forces to enhance product and service delivery. The Group’s investment adviser team now
numbers 110 and the financial planning team 50. The combination of the Group’s customer
segmentation tools and the build up of investment advisor and financial planning teams, will enable
the Group to leverage-off its strength in funds administration, and grow its capability in funds
management and advice.

The Group has also been successful in developing ‘niche’ solutions for key market segments.
SEALCORP has launched the Asgard ‘Share Portfolio Account’, a share administration service.
The account can be linked to Asgard managed fund accounts, providing an investor with a
consolidated view of their portfolio.

A key focus in the coming year will be on building the Group’s margin lending business, assisted by
the customer base provided by the acquisition of the Deutsche Equity Lending Australia operations.
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ST.GEORGE BANK LIMITED Group Financial Results
For the year ended 30 September 200]

Group Redesign

The Best Bank program involving the implementation of 1,000 ideas was substantially completed by
October 2001 with 930 ideas implemented. The redesign program has been extremely successful
and delivered benefits significantly above the original targets set for the program. The ideas
remaining to be implemented will provide minor benefits to the results during the 2002 financial
year. Consulting firm, Aston Associates assisted St.George with the development of the redesign
program.

The ideas implemented have delivered a strong pre-tax contribution of $80 million this year, an
increase of $10 million over the $70 million target advised in March 2001. The ongoing pre-tax
annualised benefits have also been revised upwards by $25 million from $120 million to a new
target of $145 million.

The stronger 2001-year result was in part driven by one-off timing benefits, such as the
implementation focus of delivering higher value ideas earlier than planned. A large number of
ideas, particularly revenue generating ideas, delivered benefits in excess of their original targets.
This also contributed to the solid 2001 year result and is responsible for the redesign program
achieving annualised benefits greater than originally planned.

Efficiency improvements resulted in 1,400 Full Time Equivalent (FTE) staff reductions including
581 redundancies compared to overall targets of 1,450 FTE and 900 redundancies. A disciplined
hiring policy and a comprehensive redeployment program reduced the requirement for redundancies.
The shortfall in staff cost savings arising from lower staff reductions was offset by the better than
expected result from revenue generating ideas.

Initial estimates predicted ideas relating to increasing revenues would account for 25 per cent of the
$120 mllion annualised target, with cost efficiency improvements generating the remaining 75
percent. The actual results reveal a compositional shift with revenue ideas delivering 40 per cent
and cost efficiencies 60 per cent in accordance with the new target of $145 million.

Best Bank has improved functional business processes and aided in the transformation of the Group
from a service culture to a customer sales and service organisation. Resources are now realigned
with the financial needs of specific customers and market opportunities. The Branch network has
been transformed from homogeneous transaction centres into differentiated sales outlets that deliver
a broader range of services in key locations. Improvements were also made to electronic channels
by enhancing the functionality of the Bank’s Internet service, ATM network and call centres.

Best Bank has also provided staff with the relevant tools to improve relationship sales; better
customer analysis, effective training and a faster assessment of customer requirements to ensure they
are efficiently serviced by the most appropriate business unit. These tools provide a view of the
customers’ relationship with all areas of the Group, enable sales leads to be referred effectively and
tracked through an automated lead management system and provide the data to enable the delivery
of targeted sales campaigns.

The integration of “end to end” processes has been a core driver of improving the operational
effectiveness of sales and support activities. The Redesign involved simplifying, streamlining or in
some cases eliminating cumbersome and manual tasks via centralisation or outsourcing of
operationally intense activities and the automation of routine functions. This allows staff to focus
on customer service and sales.
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ST.GEORGE BANK LIMITED Group Financial Results
For the year ended 30 September 2001

Group Redesign (continued)

A key outcome for the Best Bank program was providing the foundation for effective customer
segmentation. Products and services have been tailored by delivery channel to identify target
segments, specifically for consumer, private banking and small business customers. The
establishment of a Gold segment for consumer banking, a dedicated business banking unit for small
business and an integrated wealth management function has enabled a new sales and service
proposition for the Group’s most valued customers.

The pricing of products and services has been revised and aligned to the value customers derive
from these offerings. This value-based approach is providing sustainable growth in non-interest
income and increasing customer value for those accessing the Group’s electronic self-service
delivery channels.

Best Bank has exceeded its stated goals with a new target of $145 million in annualised performance
improvements. Revenue has increased significantly and the Group’s service capability has been
enhanced as a result of the implementation of the program. These results are reflected in improved
efficiency and revenue ratios.

Capital Management

The Group has actively managed its capital during the year with the successful completion of a
number of initiatives designed to fine-tune the level and composition of capital. Capital
management along with improvements in underlying profitability has led to improvements in
primary capital ratios. A summary of all initiatives completed during the year 1s included below.

Securitisation

The Group securitised a total of $3.3 billion of housing loans during the year through two Crusade
Program issues. These occurred in February and September 2001, through Crusade Global Trust
No.! of 2001 and Crusade Global Trust No.2 of 2001 respectively. The total value of securitised
receivables outstanding at 30 September 2001 was $5,070 million.

The Group is committed to utilising securitisation as an effective capital management tool and
alternative funding source.

Preferred Resetting Yield Marketable Equity Securities (PRYMES)

The Bank issued three million PRYMES, at $100 each, in February 2001. The issue netted $291
million of Tier 1 capital. These securities attract a fully franked dividend of 6.36% pa for the first
five years after which the Bank has the option to reset the rate.

Share buy-back

In March 2001, the Bank completed an off-market buy-back of 22.8 million ordinary shares with a
value of §376 million. To ensure that all shareholders were able to participate, the buy-back was
implemented through a 1 for 20 issue of Sell Back Rights. The Sell Back Rights were traded on the
Australian Stock Exchange between 19 February 2001 and 13 March 2001. The buy-back was
mainly funded through the issue of three million PRYMES.

Conversion of Converting Preference Shares (CPS)

On 29 March 2001, the Bank converted $360 million of convertible preference shares into 28.2
million ordinary shares. The holders of these securities were paid a pro-rata dividend of 44.8 cents
for the period to 29 March 2001, the conversion date.
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ST.GEORGE BANK LIMITED Group Financial Results
For the year ended 30 September 2001

Strategic Investments

The Group holds strategic investments in a range of other associated companies. These investments
are made with the goal of further developing both product and service offerings. At each reporting
period, the Group assesses the recoverable amount of these investments.

A number of these investments have been written down to their recoverable amount, as outlined
below:

WealthPoint Investment

On 2 August 2001, the Group made an offer to acquire the shares and options of WealthPoint it did
not already own. WealthPoint shareholders approved the scheme of arrangement on 17 October
2001. The transaction was finalised on 5 November 2001.

After allowing for the impact of completing this transaction, the weighted average cost of the
Group’s investment in WealthPoint is 98 cents per share. The directors formed the view that 86
cents per share represents the appropriate carrying value of the investment. Therefore the
investment in WealthPoint as at 30 September 2001 has been written-down by $22 million to 86
cents per share.

The total carrying value of the investment in WealthPoint will be approximately $138 million
following the completion of the transaction.

The decision to acquire the remaining capital in WealthPoint enables the alignment of
WealthPoint’s financial goals to the strategic direction of the Group.

SMS Management and Technology (formerly Sausage Software)

The Group acquired a strategic share of SMS Management and Technology as part of its overall
eCommerce plan. Due to changes in market conditions, this particular investment is now not
expected to generate the revenues anticipated at the time the investment was made. The investment
holds no further future strategic value for the Group. Accordingly, the directors have elected to
write-down the investment at 30 September 2001 to its market value.

The gross write-down is $6 million with an associated income tax benefit of $2 million.
Other External Investments

The carrying values of individual investments comprising the Group’s other external investments
portfolio have been reviewed and written down by $30 million ($20 million after tax) from $52
million to a carrying value of $22 million as at 30 September 2001.

The investments in this portfolio that have been subject to write down include Ctel Technologies Pty
Limited, Autobytel Australia Pty Limited, thechamber.com.au, marketboomer Pty Limited,
Netxsurance Pty Limited, Stockford Limited and Virtual Communities Limited.

This action is consistent with the Group’s prudent approach to investment portfolio management.
St.George remains committed to its eCommerce and financial services strategy and these
investments are integral to the success of that strategy. The Group intends to maintain its
association with these entities to ensure future benefits are realised.
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ST.GEORGE BANK LIMITED Group Financial Results
For the year ended 30 September 2001

Future Prospects

The global and domestic economies have again demonstrated periods of volatility and change.
Domestically, a slow down in economic growth has maintained pressure on interest margins and led
to declines in credit quality throughout the industry. Large corporate failures have created material
exposures for banks and other financial institutions alike. Internationally, financial markets have
been impacted by political and social events, in addition to a global financial slow down.

Despite these pressures, the Group’s overall performance during the year has remained largely
unaffected. St.George’s conservative credit profile and large proportion of residential mortgages
have helped limit the impact of the credit downturn and corporate insolvencies.

The Bank’s underlying business has produced a solid performance yet still presents areas for future
growth. Funds under management continue to grow, as do funds management fees. Continual
review and focus on diversifying income has led to a broader fee and product base than at any
previous time. The WealthPoint acquisition was finalised in November and will have an impact on
the Group’s future results, particularly in relation to the goodwill amortisation charge.

The finalisation of the Group Redesign has continued to impact positively the bottom-line,
providing the Group with minimal growth in operating expenses and a significant drop in the
operating expense to income ratio.

The operating efficiencies and enhanced distribution capabilities provided by the Redesign will be
combined with targeted sales to key segments of the customer base to drive further improvements in
performance. This will be underpinned by brand positioning and customer service standards that
continue to differentiate St.George from its competitors.

Generally, the Australian banking industry faces a more uncertain operating environment in the
coming year. A global economic slowdown and some potential increased domestic credit quality
concerns will impact on the industry’s financial performance. These adverse effects on the industry
are expected to be far more modest than experienced in previous contractions in the economy.

St.George is, however, well placed for this challenging environment. This can be attributed to a
conservative lending mix and approach to credit and the full year impact of the Group Redesign
benefits. It is, therefore, anticipated that the Bank can again deliver double-digit percentage growth
in earnings per share.
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3.1

ST.GEORGE BANK LIMITED

Group Financial Results
For the year ended 30 September 2001

Financial Analysis

Profit and Loss Statement (Statement of Financial Performance)

Interest income
Interest expense
Net interest income
Non-interest income
Significant items m

Total nen-interest income
Bad and doubtful debts expense
Operating expenses

Significant items w

Total operating expenses
Share of net loss of equity accounted associates
OPERATING PROFIT BEFORE INCOME TAX

Income tax expense

. . . 1
Income tax (benefit) on significant items '
Total income tax expense

}

OPERATING PROFIT AFTER INCOME TAX
Outside equity interests (OEI)

OPERATING PROFIT AFTER INCOME TAX AND OEI

Preference dividends:

- Converting Preference Shares (CPS)

- Depositary Capital Securities (DCS)

- Preferred Resetting Yield Marketable Equity Securities (PRYMES)

PROFIT AVAILABLE TO ORDINARY SHAREHOLDERS

comparative purposes. Refer page 15 for discussion.

-—-Six months to----

---Twelve months to---

Sept March Sept Sept|
2001 2001 2001 2000
$'m $'m $'m $'m
1,570 1,741 3,311 3,194
947 1,129 2,076 2,022
623 612 1,235 1,172
368 314 682 552
8 - 8 108
376 314 690 660
47 30 77 50
561 565 1,126 1,104
58 - 58 135
619 565 1,184 1,239
3 - 3 -
330 331 661 543
145 120 265 219
(10) - (10 (0)
135 120 255 189
195 211 406 354
1 - 1 -
194 211 405 354
- 16 16 32
21 20 41 36
10 2 12 -
31 38 69 68
163 173 336 286

(1) Under the revised accounting standard AASB 1018, abnormal items no longer exist. Prior period abnormal items have been classified as 'significant’ for




3.1.1

ST.GEORGE BANK LIMITED Group Financial Results
For the year ended 30 September 2007

Underlying Profit

The underlying profit for the Group increased 18.7% to $887 million compared to 30 September
2000.

Six months to —— Twelve months to ——
Sept March Sept Sept
2001 2001 2001 2000
$'m $'m $'m $'m
Operating profit after income tax and outside equity interests 194 211 405 354
Add: Outside equity interests 1 - 1 -
Operating profit after income tax 195 211 406 354
Add:
Income tax expense 145 120 265 219
Net (profit)/loss on significant jtems'” 40 - 40 (3)
Charge for bad and doubtful debts 47 30 77 50
Goodwill amortisation 49 50 99 101
Year 2000 compliance costs - - - 9
GST implementation costs - - - 17
Underlying Profit 476 411 887 747
Underlying Profit as a percentage of average assets (annualised) 1.91% 1.66% 1.78% 1.57%
(1) Under the revised accounting standard AASB 1018, abnormal items no longer exist. Prior period abnormal items have been classified as 'significant’ for
comparative purposes. Refer page 15 for discussion.

Factors driving the growth in underlying profit during the year were:
® improvement in the diversification of income;
® revised product and service pricing;

® growth in business volumes;

® increased operational efficiency, creating sustainable cost containment.
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3.1.2

ST.GEORGE BANK LIMITED Group Financial Results
For the year ended 30 September 2001

Significant items

Individually significant items according to AASB 1018 are revenues and expenses of such a size,

nature or incidence that their disclosure is relevant in explaining the financial performance of the
Group.

Items classified as ‘abnormal’ during the year ended 30 September 2000 have been reclassified into
their respective income and expense categories. For comparability and clarity, these items are
classified as significant and separately disclosed with current year significant items.

Six months to ——— Twelve months to ——
Sept March Sept Sept
2001 2001 2001 2000
$'m $'m $'m $'m
Non-interest income
Non-interest income before significant items 368 314 682 552
Significant items
- Write back of excess provisions ® 8 - 8 -
- Profit on sale of businesses - - - 85
- Unrealised gain on revaluation of Advance Property Fund units - - - 23
8 - 8 108
Total non-interest income 376 314 690 660
Operating expenses
Operating expenses after goodwill and before significant items 561 565 1,126 1,104
Significant items
- Write-down of investment in WealthPoint 22 - 22 -
- Write-down of investment in SMS Management and Technology 6 - 6 -
- Write-down of other external investments 30 - 30 -
- Goodwill write-off - - - 13
- Redesign restructure costs - - - 115
- Write-off of investment in R&D syndicates - - - 7
58 - 58 135
Total operating expenses 619 565 1,184 1,239
Income tax expense
Income tax expense before significant items: 145 120 265 219
Significant items
- Income tax expense on write back of excess provisions 2 - 2 -
- Income tax benefit on writedown of SMS Management and Technology 2) - 2) -
- Income tax benefit on writedown of other external investments (10) - (1)} -
- Capital gains tax on sale of businesses - - - 2
- Capital gains tax on revaluation of Advance Property Fund units - - - 8
- Income tax benefit on redesign restructure costs - - - (40)
(10) - (10) (30)
Total income tax expense 135 120 255 189
Summary of significant items
Total pre-tax loss from significant items (50) - 50) 27
Less: Total tax benefit attributable to significant items (10) - (10) (30)
Net (loss)/profit from significant items (40) - (40) 3
(i) Redesign restructure costs $5 million; associated income tax expense $2 million.

Termination of investment in R&D syndicates  $3 million; no income tax effect.
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3.1.3

ST.GEORGE BANK LIMITED Group Financial Results
For the year ended 30 September 2001

Net Interest Income

Net interest income is derived from the Group’s business activities of lending, investments, deposits
and borrowings. The net interest income for the year ended 30 September 2001 was $1,235 million
(30 September 2000: $1,172 million), an increase of 5.4%.

Twelve months to September September September
2001 2000 1999
Balance Rate  Balance Rate  Balance Rate
$'m $'m $'m

Actuals
Net Interest Income 1,235 1,172 1,139
Averages
Interest Earning Assets 44,789 7.39% 43451 7.35% 41,113 6.89%
interest Bearing Liabilities 44,247 4.69% 42,393 4.77% 39,825 4.25%
Interest Spread 2.70% 2.58% 2.64%
Interest Margin 2.76% 2.70% 2.77%
Refer to page 39 to 41 for the Group's Average Balance Sheets

During the year ended 30 September 2000, the cash to 90-day spread unfavourably affected interest
margin. This trend reversed during the September 2001 financial year. In addition, growth in
receivables and changes in its composition have increased the Group’s ability to steady interest
income.
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3.14

ST.GEORGE BANK LIMITED Group Financial Results
For the year ended 30 September 2001

Non-Interest Income

Non-interest income comprises those items outlined below and has grown 23.6% to $682 million
from $552 million in the prior year (before significant items).

Financial markets generate net interest income and non-interest income. Net interest income earned
on the Financial Markets trading portfolio was $30 million (30 September 2000: $42 million).
Therefore total Financial markets income was $61 million (30 September 2000: $63 million).

Financial markets non-interest income primarily represents gains and losses made on foreign
exchange and derivative transactions, realised gains and losses on disposal of trading securities and
unrealised market value adjustments on trading securities.

Six months to —-— Twelve months to —~—
Sept March Sept Sept
2001 2001 2001 2000
$'m $'m $'m $'m
Non-interest income
Financial markets income 17 14 31 2]
Profit on sale of investment securities - 6 6 -
Product fees and commissions
- Lending 42 35 77 79
- Deposit and other accounts 168 142 310 225
Securitisation service fees 28 16 44 40
Managed funds fees 79 73 152 134
Structured investments - - - 4
Dividend income 1 1 2 2
Net profit on disposal of land and buildings 5 - 5 1
Profit on sale of shares 1 1 2 1
Factoring and invoice discounting income 7 7 14 5
Bill acceptance fees 10 8 18 6
Rental income 6 7 13 16
Other 4 4 8 18
Non-interest income before significant items 368 314 682 552
Significant items " _
Write back of excess provisions 8 - 8 -
Profit on sale of businesses - - - 85
Unrealised gain on revaluation of APF units - - - 23
8 - 8 108
TOTAL NON-INTEREST INCOME 376 314 690 660
Non-Interest Income as a % of Average Assets (annualised)
- before significant items 1.48% 1.27% 1.37% 1.16%
- after significant items 1.51% 1.27% 1.39% 1.39%
Non-Interest Income as a % of Total Income
- before significant items 37.1% 33.9% 35.6% 32.0%
- after significant items 37.6% 33.9% 35.8% 36.0%
(1) Under the revised accounting standard AASB 1018, abnormal items no longer exist. Prior period abnormal items have been classified as 'significant’ for
comparative purposes. Refer page 15 for discussion.

The following factors have driven the movements in non-interest income:

e Financial markets income has grown 48% primarily due to foreign exchange sales and trading;
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ST.GEORGE BANK LIMITED Group Financial Results
For the year ended 30 September 2001

3.1.4 Non-Interest Income (cont...)

¢ Product fee income increased as a result of new and revised fees introduced during the course of
the Group Redesign;

¢ lending income has stabilised due to fee discounting becoming a consistent feature of the
market and home lending “cash back” campaigns;

¢ Growth in electronic banking service fee income, driven by higher business volumes, expanded
ATM and EFTPOS campaigns and the Group Redesign pricing initiatives;

o The $7 million write-back of the Unexpired Risk Reserve of the Group’s captive mortgage
insurance subsidiary. This occurred on the advice of independent actuarial review and
contributed to the increase in product fees and commissions;

¢ Strong growth in managed funds businesses. This was achieved through developing the private
banking, financial planning and limited advice sales forces as well as the stronger performance
of the Group’s specialist investment administration and dealer services provider, SEALCORP.
Managed funds fee income grew 13.4% to $152 million for the year; and

o The inclusion of a full year of income from the Scottish Pacific companies, purchased during the
prior year. This has seen factoring and invoice discounting income increase to $14 million.
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ST.GEORGE BANK LIMITED

Group Financial Results

For the year ended 30 September 2001

3.1.5 Managed Funds

The Group’s managed funds comprise funds under management, funds under administration and

funds under advice.

Income
Managed funds fees for the financial year

Managed funds
Funds under management
Funds under administration (SEALCORP)

Funds under advice
Total Managed Funds

Sept Sept Sept

2001 2000 1999

$'m $'m $'m
152 134 103
2,567 3,137 3,070
11,040 9,285 6,976
1,590 1,206 694
15,197 13,628 10,740

Managed funds have grown 11.5% during the year, with growth in SEALCORP of 18.9%. The
decrease in funds under management was due to the $0.9 billion transfer of Advance Property Fund

(APF) to Stockland in December 2000.

Funds management continues to provide income diversification and growth, with fee income
reaching $152 million for the year, an increase of 13.4% on the prior year. SEALCORP contributed
$117 million to managed funds fees for the year ended 30 September 2001 (30 September 2000: $99
million). Fees from managed funds have grown eight-fold in five years, and doubled since the
acquisition of SEALCORP in 1998.
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3.1.6

ST.GEORGE BANK LIMITED

Group Financial Results
For the year ended 30 September 2001

Operating Expenses

Staff expenses
Salaries
Contractors' fees
Superannuation
Payroll tax
Fringe benefits tax
Other

Total Staff expenses

Computer and equipment costs
Depreciation

Amortisation - Deferred expenditure
Year 2000 compliance costs

Rental on operating leases

Other

Total Computer and equipment costs

Occupancy costs
Depreciation
Rental on operating leases
Other

Total Occupancy costs

Other administration expenses
Fees and commissions
Advertising and public relations
Telephones
Printing and stationery
Postage
GST implementation costs
Other

Operating expenses before goodwill and significant items
Goodwill
Operating expenses after goodwill and before significant items

Significant items w

Write down of investment in WealthPoint

Write down of investment in SMS Management and Technology
Write down of other external investments

Goodwill write-off

Redesign restructure costs

Write-off of investment in R&D syndicates

TOTAL OPERATING EXPENSES

Operating Expenses as a % of Average Assets (annualised)
- before goodwill and significant items

Expense to Income ratio (annualised)
- before goodwill and significant items

comparative purposes. Refer page 15 for discussion.

Six months to —— Twelve months to ——

Sept March Sept Sept
2001 2001 2001 2000
$'m $'m $'m $'m
199 198 397 400
8 9 17 24
16 15 31 30
13 13 26 26
4 4 8 7
12 16 28 31
252 255 507 518
17 17 34 36
24 22 46 38
- - - 9
8 9 17 19
33 34 67 57
82 82 164 159
16 15 31 30
24 24 48 46
20 17 37 35
60 56 116 ill
12 14 26 21
20 29 49 31
9 8 17 18
13 13 26 28
7 7 14 14
R - - 17
57 51 108 86
118 122 240 215
512 515 1,027 1,003
49 50 99 101
561 565 1,126 1,104
22 - 22 -
6 - 6 -
30 - 30 -
R - - 13
- - - 115
- - - 7
58 - 58 135
619 565 1,184 1,239
2.06% 2.08% 2.07% 2.11%
51.7% 55.6% 53.6% 58.2%

(1) Under the revised accounting standard AASB 1018, abnormal items no longer exist. Prior period abnormal items have been classified as 'significant' for
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ST.GEORGE BANK LIMITED Group Financial Results
For the year ended 30 September 2001

3.1.6 Operating Expenses (cont...)

Total Operating Expenses

Operating expenses are classified in the broad categories of staff, computer and equipment,
occupancy and other administration. Total operating expenses (before goodwill and significant
items) were $1,027 million for the year ended 30 September 2001 (30 September 2000: $1,003
million) an increase of 2.4%.

After excluding the impact of non-recoverable GST, operating expenses before goodwill and
significant items remained stable against the prior year. This result reflects the favourable impact of
efficiency improvement through the Group Redesign, which has negated increased expenditure on
technology to deal with growing transaction volumes and amortisation of costs associated with
computer systems integration.

Staff Expenses

The Group Redesign significantly impacted the movement in staff expenses, with a 2% decline for
the year. The savings in salary expenses were partially offset by an average enterprise agreement
wage increase of 4.5% in October 2000.

Computer and Equipment Costs

The increase of 21% in deferred expenditure amortisation reflects the increased level of capitalised
expenditure on the Group’s computer systems. Much of the 2001 capitalised expenditure related to
system enhancements arising from the Group Redesign.

Higher levels of EFTPOS transactions in combination with increased ATM installations and
business has resulted in growth in line rental and call charge costs reflected in ‘other’.

page 21




ST.GEORGE BANK LIMITED Group Financial Results
For the year ended 30 September 2001

3.1.6 Operating Expenses (cont...)
Occupancy Costs

Occupancy costs increased slightly to $116 million for the year, up 4.5% on the 2000 result of $111
million. The increase in operating lease rental was primarily due to the GST. The increase in
occupancy costs relates to management fees rising on the outsourcing of the Group’s property
management functions. This additional cost is offset by reduced staffing cost and scale benefits.

The outsourcing of our property management was undertaken as part of the Group Redesign and has
provided net savings to the Group.

Other Administration Expenses

Other administration expenses for the year ended 30 September 2001 were $240 million (30
September 2000: $215 million) an increase of 12%.

The increase is primarily due to the following:

- increased marketing costs associated with the strategic promotion of the Group’s corporate
image and advertising campaigns to increase business volumes; and

- growth in transaction costs due to increasing business volumes where revenue growth from
higher business volumes exceeded related expenses in that field.
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ST.GEORGE BANK LIMITED

Group Financial Results
For the year ended 30 September 200]

Bad and Doubtful Debts Expense

Bad and doubtful debts expense (net of recoveries) for the year ended 30 September 2001 was

$77 million (30 September 2000: $50 million).

Bad and doubtful debts expense (net of recoveries)
Residential loans
Commercial loans
Consumer loans

Other

Net general provision movement during the period

Bad and doubtful debt expense per Profit and Loss Statement

As a percentage of average risk weighted assets (annualised)
As a percentage of average assets (annualised)

----- Six months to-—-—— -—- Twelve months to ----
Sept March Sept Sept|
2001 2001 2001 2000

$'m $'m $'m $'m

2 3 5 4

33 12 45 14

12 9 21 19

3 2 5 4

50 26 76 41
3) 4 1 9

47 30 77 50
0.32% 0.21% 0.27% 0.19%
0.19% 0.12% 0.15% 0.10%

Bad and doubtful debts expense was impacted by a provision of $17.5 million on one of the Bank’s
larger exposures. The Bank’s securitisation program of $3.3 billion for the year resulted in a

reduction in the general provision.
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3.1.8

ST.GEORGE BANK LIMITED Group Financial Results
For the year ended 30 September 2001

Income Tax Expense

---Six months to— --Twelve months to--
Sept March Sept Sept
2001 2001 2001 2000
$'m $'m $'m $'m
Income tax expense shown in the results differs from prima facie income
tax payable on pre-tax operating profit for the following reasons:
Operating profit before income tax 330 331 661 543
Prima facie income tax payable calculated at 34% of operating profit 112 113 225 196
(September 2000: 36%)
Add: tax effect of permanent differences which increase tax payable
* Amortisation of goodwill 17 17 34 36
* Depreciation on buildings 1 1 2 2
* General provision for doubtful debts (1) 1 - 3
* Write-down of investment in WealthPoint 7 - 7 -
* Goodwill write-off . ) -
* Write-off of R&D syndicates ? - - - 3
* Restatement of net deferred tax balances 5 - 5 )
Less: tax effect of permanent differences which reduce tax payable
* Profit on sale of businesses ¥ - - 29
* Deduction allowable on depositary capital securities 7 7 14 13
* Deduction allowable on shares issued to employees - 2 2 2
* Deduction allowable on buildings 1 1 2 2
* Other items 2) 2 - 6
Total income tax expense 135 120 255 189
Effective tax rate % 40.9 36.3 38.6 34.8
(1) Future income tax benefit and provision for deferred income tax balances were restated in accordance with
changes announced to corporate income tax rates. For the year ended 30 September 2002 onwards, the
applicable corporate income tax rate will be 30%.
(2) Previously classified as abnormal

The effective tax rate for 30 September 2000 was previously disclosed as 38.4%. The inclusion of
items previously classified as abnormal within income and expense has reduced the current year
comparative to 34.8%.

The effective tax rate for 30 September 2001 was 38.6%, notwithstanding a reduction in the
company tax rate to 34%. The higher rate was due to the tax effect on the write-down of a strategic
investment and the restatement of deferred tax balances to reflect the change in the company tax
rate.
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3.2

ST.GEORGE BANK LIMITED

Group Financial Results

For the year ended 30 September 2001

Balance Sheet (Statement of Financial Position)

As at Sept March Sept
2001 2001 2000
$'m $'m $'m
Assets
Cash and liquid assets 438 344 499
Due from other financial institutions 458 106 148
Trading securities 4,224 3,267 3,930
Investment securities 463 698 1,219
Loans and other receivables (see page 28) 39,699 . 38,632 39,454
Bank acceptances of customers 1,170 926 607
Property, plant and equipment 534 552 564
Goodwill 1,409 1,459 1,485
Other assets 2,409 1,974 1,704
Total Assets 50,804 47,958 49,610
Liabilities
Retail funding and other borrowings (see page 33) 44,084 41,846 43,395
Due to other financial institutions 790 812 1,038
Bank acceptances 1,170 926 607
Bills payable 168 156 177
Other liabilities 966 629 752
Total Liabilities 47,178 44,369 45,969
Net Assets 3,626 3,589 3,641
Shareholders' Equity
Share capital 3,127 3,093 3,174
Reserves 59 53 53
Retained profits 102 106 77
Outside equity interests 338 337 337
Total Shareholders' Equity 3,626 3,589 3,641
As at Sept March Sept
2001 2001 2000
Shareholders' equity as a percentage of total assets 7.14% 7.48% 7.34%
Net tangible assets per ordinary share issued $3.28 $2.93 $2.90
Number of ordinary shares issued (000's) 483,828 461,726 455,439
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ST.GEORGE BANK LIMITED Group Financial Results

For the year ended 30 September 2001

Total Assets

Total assets were $50.8 billion at 30 September 2001 (30 September 2000: $49.6 billion), an
increase of 2.4%. The following items impacted total assets:

The securitisation of $3.3 billion in residential lending receivables through the Crusade Program;

Strong growth in the utilisation of bank acceptances by commercial banking customers. The focus
on this product has resulted in growth of 93% during the vear;

Changes to the composition of Trading and Investment securities, with a slight decrease in the
overall level; and

Marketing campaigns conducted during the year focussing on residential and personal lending
markets, providing strong growth in these categories.
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3.2.2 Assets by Banking Divisions
Total Assets

2001: $50.8 billion
p e BankSA
Institutional ; 12%
& Business
Banking
31%

Institutional
Corporate & Busincss
6% Banking

32%

InvestmentY

Services /Personal & Invcstrncn
1% Small Services
Busincss 2%
Banking

50%

Personal and Small Business Banking (‘PSBB”)

PSBB is responsible for residential and consumer lending, provision of personal financial services
including transaction services, call and term deposits, small business banking, general and life
insurance. This division also manages. retail branches, agency networks and electronic channels

BankSA

12%
Corporate

5%

2000: $49.6 billion

ersonal &
Small
Business
Banking
49%

such as call centres, EFTPOS terminals, ATM's and Internet banking.

Institutional and Business Banking (‘IBB’)

IBB is responsible for liquidity requirements, wholesale funding, treasury market activities including
foreign exchange, money market and equities, relationship banking, international banking services,
securitisation, structured investments, lending, leasing, hire purchase and dealer finance, corporate

and business banking and commercial property lending.

BankSA

BankSA provides retail banking and business banking services to customers in South Australia and
the Northern Territory. Customers are serviced through branches, electronic agencies, ATM's, call

centres, EFTPOS terminals and Internet banking.

Investment Services

Investment Services provides funds management and administration, financial planning, investment

advice and private banking services.

Corporate

The Corporate division comprises the five support divisions of the Group; the Office of the
Managing Director, Human Resources, Corporate Marketing, Information Technology and Finance

and Risk Management
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3.2.3 Loans and Other Receivables

Receivables (on and off-balance sheet) increased to $45.9 billion (30 September 2000: $42.9 billion)
an increase of 7.2%.

As at Sept March Sept]
2001 2001 2000
$'m $'m $'m
RESIDENTIAL
Housing 19,824 19,497 20,845
Home equity loans 8,598 7,867 7,126
TOTAL RESIDENTIAL 28,422 27,364 27,971
CONSUMER
Personal loans ® 1,501 1,436 1311
Line of credit 471 452 384
Margin lending 412 393 384
TOTAL CONSUMER 2,384 2,281 2,079
COMMERCIAL
Commercial loans 7,070 7,077 7,421
Hire purchase © 1,325 1,240 1,134
Leasing 372 437 499
TOTAL COMMERCIAL 8,767 8,754 9,054
FOREIGN EXCHANGE CASH ADVANCES - 55 127 37
STRUCTURED INVESTMENTS 204 242 445
GROSS RECEIVABLES 39,832 38,768 39,586
GENERAL PROVISION 133 136 132
NET RECEIVABLES 39,699 38,632 39,454
SECURITISED LOANS (balance not included above) 5,070 4,190 2,811
BANK BILL ACCEPTANCES (balance not included above) 1,170 926 607
ON AND OFF BALANCE SHEET RECEIVABLES 45,939 43748 42,872

(1) September 2001 - net of $4,912 million of securitised loans (March 2001: $3,959 million; September 2000: $2,501 million).
(2) September 2001 - net of $78 million of securitised loans (March 2001: $120 million; September 2000: $170 million)
(3) September 2001 - net of $80 million of securitised loans (March 2001 $111 million; September 2000: $140 million)
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ST.GEORGE BANK LIMITED Group Financial Results
For the year ended 30 September 2001

Impaired Assets

Total impaired assets (net of specific provisions) increased to $52 million at 30 September 2001
from $32 million at 30 September 2000. New impaired assets during the year totalled $53 million,
repayments and write-offs totalled $31 million.

As at Sept March Sept|
2001 2001 2000
$'m $'m $'m

Section 1 - Non-Accrual Loans

With provisions:

Gross Loan Balances 50 37 29
Specific Provisions 30 16 13
Net Loan Balances 20 21 16

Without provisions:
Gross Loan Balances 26 17 10

Total Non-accrual Loans:

Gross Loan Balances 76 54 39
Specific Provisions 30 16 13
Net Loan Balances 46 38 26

Section 2 - Restructured Loans

Loans where the original contractual terms have been amended to provide
concessions of interest or principal as a result of customers' financial or other
difficulties in complying with the original facility terms.

With provisions:
Gross Loan Balances - - -
Specific Provisions - - -

Net Loan Balances - - -

Without provisions:
Gross Loan Balances - - -

Total Restructured Loans:
Gross Loan Balances - - -
Specific Provisions - . -

Net Loan Balances - - -

Section 3 - Assets acquired through security enforcement

Other Real Estate Owned 6 6 6
TOTAL IMPAIRED ASSETS 52 44 32
Section 4 - Past Due Loans (1)

Residential loans 76 114 76

Other 55 81 74

Total 131 195 150

(1) Includes loans less than $100,000 or fully secured loans. The loans are not classified as impaired assets and are past due
for 90 days or more.

* Balances contained in sections 1, 2 and 3 consist primarily of commercial loans. Unsecured lines of credit, consumer loans, credit cards
and other loans with balances less than $100,000 are treated on a portfolio basis. Past due items include the Group’s entire lending
portfolio, but do not include those items already classified as being impaired.
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Impaired Assets (cont...)

Past due items were $131 million compared to $150 million at 30 September 2000. The decline was
due mainly to a reduction in Home Equity loans past due items of $19 million. Residential past due

items are at the same level as 30 September 2000.

The modest increase in impaired assets has arisen mainly from non-accrual loans without
provisions. The Group has a high expectation of recovery on these assets and accordingly has not

provided against loss.

As at

Specific provision coverage for non-accruals
Gross non-accruals / Net receivables

Net non-accruals / Net receivables

Sept
2001

39.47%
0.19%

0.12%

March
2001

29.63%

0.14%

0.10%

Sept
2000

33.33%
0.10%

0.07%
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Provisioning
---- Six months to -~  —-- Twelve months to ----
Sept March Sept Sept
2001 2001 2001 2000
$'m $'m $'m $'m
GENERAL PROVISION
Balance at beginning of period 136 132 132 123
Net provision raised during the period 3) 4 1 9
Balance at end of period 133 136 133 132
SPECIFIC PROVISION
Balance at beginning of period 46 45 45 54
Net provision raised during the period 46 30 76 41
Bad debt write offs (30) (29) (59) (50)
Balance at end of period 62 46 62 45
TOTAL PROVISION 195 182 195 177

The Bank’s general provision for doubtful debts when combined with the tax-effected balance of the
unearned income on mortgage insurance premium of $17 million, represents 0.51% of risk-weighted
assets. The general provision for doubtful debts is not tax effected as it is not determined by

reference to statistical techniques.
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Treasury Securities

The Group’s dealing in Treasury securities comprises holdings of ‘Trading’ and ‘Investment’
securities. As at 30 September 2001, total Treasury Securities were $4,687 million (30 September
2000: $5,149 maillion), a decrease of 9.0%.

Trading securities are those securities intended for regular trade (ie: there is no specific intention to
hold the securities to maturity). Trading Securities are valued on a mark-to-market basis with
unrealised gains and losses recorded in the profit and loss. The value at 30 September 2001 was
$4,224 million, an increase of 7.5% on the prior year value of $3,930 million.

Investment securities are purchased by the Group with the intention of being held to maturity. They
are not identified for regular trade and as such are carried at cost and reviewed at each reporting date
to determine whether they are in excess of their recoverable amounts.

The book value of investment securities at 30 September 2001 was $463 million and the market
value $450 million. The difference between the book value and the market value has not been taken
as a charge to the profit and loss on the basis that the Group intends to hold these investments to
maturity and realise their face value.

The following graph outlines the changes to the composition of the Group’s holdings of Treasury
Securities.

The compositional shift in 1997 related to a change in the accounting for and classification of
Treasury securities.
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3.2.7 Retail Funding and Other Borrowings

Total retail funding and other borrowings have increased to $44.1 billion at 30 September 2001, an
increase of 1.6% over September 2000.

As at Sept March Sept

2001 2001 2000

$m $m $m
Retail funding 25,681 23,906 22,903
Other deposits 7,045 6,589 9,439
Offshore borrowings 7,776 7,878 7,369
Domestic borrowings 2,813 2,699 2,705
Subordinated debts 769 774 979
Total 44,084 41,846 43,395
Retail funding as a % of Total Retail Funding and Other Borrowings ‘ 58.3% 57.1% 52.8%
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Retail Funding and Other Borrowings (cont...)
Retail funding

Retail funding has grown 12.1% during the year and accounts for 58.3% of total retail funding and
other borrowings (30 September 2000: 52.8%).

The improvement has resulted from a focus on the development of the Group’s retail funding
products, specifically the directsaver account from the dragondirect internet channel and the
Portfolio Cash Management Account (‘Portfolio CMA’). The directsaver, introduced in August
2000, has $1,948 million in deposit funds within 50,000 customer accounts, while balances invested
with the Portfolio CMA have grown 83% to over $2.4 billion.

2001: $25.7 bn 2000: $22.9 bn

directsaver
directsaver 1%
9%

Transaction
32%

Transaction
33%

ixed term
45%

Fixed term
36%

Savings
5%

Savings
4%

Investment Investment
19% ' 16%

The Group now rates first and second respectively in market share of retail deposits in its primary
markets of South Australia and New South Wales.

Other borrowings

Other borrowings were $18.4 billion at 30 September 2001 (30 September 2000: $20.5 billion), a
decrease of 10%. The fall was primarily in holdings of Negotiable Certificates of Deposit and
Treasury Deposits because of the growth in retail funding sources and securitisation.
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3.2.8 Shareholders’ Equity

Shareholders’ equity of $3,626 million represents 7.14% of total assets as at 30 September 2001.

Shareholders’ equity comprises ordinary equity of $2,821 million, preferred resetting yield marketable
securities of $291 million, depos1tary capital securities of $334 million, and retained profits and other
equity of $180 million.

Below is a table detailing the movements in ordinary equity during the current year.

Number of
M Shares
Balance as at 1 October 2000 2,659 455,439,731
Off market buy back (376) (22,790,119)
Conversion of 24.0 million converting preference shares 360 28,168,842
Conversion of the STRYPES unissued allotted capital 140 18,440,000
Shares issued under various plans: '
Dividend Reinvestment Plan 12 732,044
Employee Reward Share Plan (page 45) - 479,534
Employee Performance Share Plan (page 46) - 248,200
Executive Option Plan (page 47) 27 3,110,000
Share issue costs Q) -
Balance as at 30 September 2001 2,821 483,828,232
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Other Financial Analysis
Dividends
Ordinary Shares

The Board has declared a final dividend of 34 cents per ordinary share. This represents a net
dividend payout ratio of 91.7% after goodwill amortisation (70.8% before goodwill amortisation).

The dividend will be fully franked at 30% and will be paid on 14 December 2001. Ordinary shares
will trade ex-dividend on 26 November 2001.

Registrable transfers received by St.George at its share registry' by 5.00 pm Sydney time on 30
November 2001 if paper based, or by end of the day on that date if transmitted electronically via
CHESS, will be registered before entitlements to the dividend are determined.

Dividend Reinvestment Plan (‘DRP’)

The DRP will operate for the final ordinary dividend. There will be a discount of 2.5% and
participation will be from a minimum of 100 ordinary shares with no cap. For applications under
the DRP to be effective, they must be received at the Bank’s Share Registry' by 5:00pm on 23
November 2001. DRP Application Forms are available from the Registry and will also be sent to
shareholders with the Bank’s Notice of Annual General Meeting.

The DRP has been underwritten by Credit Suisse First Boston to ensure at least $120 million of the
2001 year final dividend is reinvested in St.George.

'Computershare Investor Services Pty Ltd, Level 3, 60 Carrington Street, Sydney
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3.3.1 Dividends (cont...)

Preference Shares

The following tables outline the dividend entitlements relating to each class of Preference Share.

Converting Preference Shares (CPS)

Period Payment date ~ Amount ($’'m) Franked
1 October 2000 — 28 November 2000 28 Nov 2000 5 100% franked at 34%
29 November 2000 — 29 March 2001 29 March 2001 11 100% franked at 34%

Depositary Capital Securities (‘DCS’)

Period Payment date  Amount ($'m) Franked
1 October 2000 - 31 December 2000 31 Dec 2000 9 No
1 January 2001 - 30 June 2001 2 July 2001 21 No
1 July 2001 - 30 September 2001 31 Dec 2001 11 No
1 October 2001 - 31 December 2001 31 Dec 2001 10 No

The dividend payable on 31 December 2001 is based on AUD/USD exchange rates as at 30

September 2001.
Preferred Resetting Yield Marketable Equity Securities
Period Payment date  Amount ($’m) Franked
21 February 2001 - 20 August 2001 20 August 2001 9 100% franked at 30%
21 August 2001 — 30 September 2001 20 February 2002 3 100% franked at 30%
1 October 2001 — 20 February 2002 20 February 2002 6 100% franked at 30%
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3.3.2 Capital Adequacy

The Group has a Tier 1 ratio of 8.1% and a total capital ratio of 11.1%. The reduction in the total
capital ratio from 30 September 2000 is mainly due to the repayment of subordinated debt.

As at Sept March Sept
2001 2001 2000
$m $m $m

Qualifying Capital:

Tier 1

Share capital 3,127 3,093 3,174

Reserves 665 544 497

Retained profits 102 106 77

Less: Goodwill and other APRA deductions (1,515) (1,574 (1,574

Total Tier 1 capital 2,379 2,169 2,174

Tier 2

Asset Revaluations 34 28 24

Subordinated Debt 734 739 951

General provision for doubtful debts (not tax effected) 133 136 132

Total Tier 2 capital 901 903 1,107

Less: Deductions from capital ® 40 40 40

Total Qualifying Capital 3,240 3,032 3,241

Risk Weighted Assets 29.226 28.002 28,102

Risk Weighted Capital Adequacy Ratio:

Tier 1 8.1% 7.7% 7.7%

Tier 2 3.1% 3.2% 3.9%

Less: Deductions -0.1% -0.1% -0.1%

Total Capital Ratio 11.1% 10.8% 11.5%

(1) Investments (pre-acquisition retained eamnings) in funds management and administration companies

and the investment in mortgage insurance company (St.George Insurance Pte. Ltd.) are deducted from Tier 1 Capital.
(2) Holdings of other banks' capital instruments and investments (excluding pre-acquisition retained earnings) in funds
management and administration companies and life insurance companies are deducted from the total of Tier 1 and Tier 2 capital.
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3.3.3 Average Balance Sheets

Average Balance Sheet Average Average
For the Year Ended 30 September 2001 Balance  Interest Rate
$m $m

INTEREST EARNING ASSETS :

Cash and liquid assets 125 4 3.20%
Due from other financial institutions 155 4 2.58%
Investment / trading securities 4,694 284 6.05%
Loans and other receivables 39,815 3,019 7.58%
Total interest earning assets 44,789 3,311 7.39%

NON-INTEREST EARNING ASSETS :

Bills receivable 47
Property, plant and equipment 554
Other assets 4,498
Provision for doubtful debts (184)
Total non-interest earning assets 4915
TOTAL ASSETS 49704

INTEREST BEARING LIABILITIES :

Retail funding 24,038 919 3.82%
Other deposits 8,465 491 5.80%
Due to other financial institutions 482 13 2.70%
Short term borrowings - Domestic 2,828 162 5.73%

- Offshore 3,562 212 5.95%
Long term borrowings - Offshore 4,872 279 5.73%
Total interest bearing liabilities 44,247 2,076 4.69%

NON-INTEREST BEARING LIABILITIES :

Bills payable
Other non-interest bearing liabilities 163
1,622
Total non-interest bearing liabilities 1,785
TOTAL LIABILITIES 46,032
SHAREHOLDERS' EQUITY (1) 3,672
TOTAL LIABILITIES & SHAREHOLDERS' EQUITY 49,704
Interest Spread (2) 2.70%
Interest Margin (3) 2.76%

(1) Weighted average number of ordinary shares outstanding for the year were 466.2 million.
(2) Interest spread represents the difference between the average interest rate earned on assets and the average interest rate paid on funds.
(3) Interest margin represents net interest income as a percentage of average interest earning assets.
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Average Balance Sheets (cont...)

Average Balance Sheet
For the Year Ended 30 September 2000

INTEREST EARNING ASSETS :

Cash and liquid assets

Due from other financial institutions
Regulatory deposits

Investment / trading securities
Loans and other receivables

Total interest earning assets

NON-INTEREST EARNING ASSETS :

Bills receivable

Property, plant and equipment
Other assets

Provision for doubtful debts

Total non-interest earning assets

TOTAL ASSETS

INTEREST BEARING LIABILITIES :

Retail funding

Other deposits

Due to other financial institutions

Short term borrowings - Domestic
- Offshore

Long term borrowings - Offshore

Total interest bearing liabilities

NON-INTEREST BEARING LIABILITIES :

Bills payable
Other non-interest bearing liabilities

Total non-interest bearing liabilities

TOTAL LIABILITIES

SHAREHOLDERS' EQUITY (1)

TOTAL LIABILITIES & SHAREHOLDERS' EQUITY

Interest Spread (2)
Interest Margin (3)

Average
Balance  Interest
Sm Sm
199 5
153 5
5,077 321
38,022 2,863

Average

Rate

2.51%
3.27%
0.00%
6.32%
7.53%

43,451 3,194

7.35%

222
563
3,583
(177)
4,191
47,642
22,418 865
9,377 550
350 7
2,627 150
2,746 158
4,875 292

3.86%
5.87%
2.00%
5.71%
5.75%
5.99%

42,393 2,022

4.77%

196
1,446

1,642
44,035
3,607

47,642

(1) Weighted average number of ordinary shares outstanding for the year were 463.0 million.
(2) Interest spread represents the difference between the average interest rate earned on assets and the average interest rate paid on funds.
(3) Interest margin represents net interest income as a percentage of average interest earning assets.

2.58%
2.70%
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3.3.3 Average Balance Sheets (cont...)

Average Balance Sheet Average Average
For the Year Ended 30 September 1999 Balance  Interest Rate
$m $m

INTEREST EARNING ASSETS :

Cash and liquid assets 172 4 2.33%
Due from other financial institutions 163 5 3.07%
Regulatory deposits 303 - 0.00%
Investment / trading securities 3,666 198 5.40%
Loans and other receivables 36,809 2,626 7.13%
Total interest earning assets R 41,113 2,833 6.89%

NON-INTEREST EARNING ASSETS :

Bills receivable 202
Property, plant and equipment 565
Other assets 3,386
Provision for doubtful debts (206)
Total non-interest earning assets 3,947
TOTAL ASSETS 45,060

INTEREST BEARING LIABILITIES :

Retail funding 22,161 782 3.53%
Other deposits 8,328 436 5.24%
Due to other financial institutions 299 5 1.67%
Short term borrowings - Domestic 2,279 115 5.05%

- Offshore 1,432 76 5.31%
Long term borrowings - Offshore 5,326 280 5.26%
Total interest bearing liabilities 39,825 1,694 4.25%

NON-INTEREST BEARING LIABILITIES :

Bills payable 158
Other non-interest bearing liabilities 1,301
Total non-interest bearing liabilities W
TOTAL LIABILITIES 41,284
SHAREHOLDERS' EQUITY (1) 3,776

TOTAL LIABILITIES & SHAREHOLDERS' EQUITY

45,060

Interest Spread (2) 2.64%
Interest Margin (3) 2.77%

(1) Weighted average number of ordinary shares outstanding for the year were 461.8 million.
(2) Interest spread represents the difference between the average interest rate earned on assets and the average interest rate paid on funds.
(3) Interest margin represents net interest income as a percentage of average interest earning assets.
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Volume and Rate Analysis

The table below allocates changes in interest income and interest expense between changes in volume
and rate for the year ended 30 September 2001 and 30 September 2000. Volume and rate variances
have been calculated on the movement in average balances and the change in the interest rates on
average interest earning assets and average interest bearing liabilities.

September 2001 over September 2000 September 2000 over September 1999
----------- Change Due to-------—-- -------------Change Due to-----------
Volume Rate Total Volume Rate Total
$Sm $m Sm $m $m Sm
INTEREST EARNING ASSETS :
Cash and liquid asscts ) 1 m 1 - 1
Duc from other financial institutions - (8)] 1 - - -
Investment / trading securities 24) (13) 37N 89 34 123
Loans and other receivables 136 20 156 91 146 237
CHANGE IN INTEREST INCOME 110 7 117 181 180 361
INTEREST BEARING LIABILITIES :
Retail funding 63 9) 54 10 73 83
Other funding (53) [(3) (59) 62 52 114
Due to other financial institutions 3 3 6 1 1 2
Short term borrowings
- Domestic 11 1 12 20 15 35
- Offshore 47 7 54 76 6 82
Long term borrowings
- Offshore - 13 13) 27 39 12
CHANGE IN INTEREST EXPENSE 71 17 54 142 186 328
CHANGE IN NET INTEREST INCOME 39 24 63 39 (6) 33
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Derivatives

The major categories of risk managed by the Bank are credit risk, market risk, liquidity risk and
operational risk. The Group uses derivatives as a cost effective way of managing market risk.
Derivatives incur extremely low transaction costs in comparison to the face value of the contract.
Prudent management of market risk involves the use of derivatives to transfer all or part of the risk
to counterparties who are willing to accept it. Derivatives therefore, provide protection to income
streams from volatile interest rates in the financial markets.

The following table provides an overview of the Group’s exchange rate and interest rate derivatives.
It includes all trading and non-trading contracts.

As at 30 September 2001 31 March 2001 30 September 2000
Notional Credit Notional Credit Notional Credit
Amount Equivalent* Amount Equivalent* Amount Equivalent
$m $m $m $m $m $m

Foreign Exchange

Futures - - 13 - R R
Spot, Forwards 17,390 508 16,104 724 16,319 530
Swaps 5,528 1,647 5,321 1,604 5,625 1,090
Options 1,563 23 1,007 20 139 2
Total 24,481 2,178 22,445 2,348 22,083 . 1,622

Interest Rate

Futures 10,739 - 11,445 - 7,871 -
Forward Rate Agreements 12,430 9 15,700 5 19,367 3
Swaps 49,256 440 41,820 451 50,241 289
Options 61 - 58 - 121 -
Total 72,486 449 69,023 456 77,600 292
Grang Total 96,967 2,627 91,468 2,804 99,683 1,914
*

Credit Equivalent - represents a measure of the potential loss to the Group as a result of non- performance by
counterparties.

The Group’s major use of derivatives is as a hedge for balance sheet assets, the primary exposure to
derivative transactions is with counterparties that are rated investment grade quality.
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3.3.5 Derivatives (cont...)

The St.George risk rating system has six levels of classification based upon Standard and Poor’s
International Rating system. The levels are:

Level

International Rating

N O W N =

AAA

AA or better
A or better
BBB or better
BBB-

BB+

The graph below shows the percentage counterparty risk exposure on derivatives on a notional
contract basis totalling $97.0 billion as at 30 September 2001 (30 September 2000: $99.7 billion).

39.28%
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3.3.6 Employee Share Plans

Three employee share plans and one executive option plan were approved by sharcholders at the
Annual General Meeting of the Bank held on 3 February 1998.

Employee Reward Share Plan

The Employee Reward Share Plan provides eligible employees with up to §$1,000 value in ordinary
shares per annum at no cost. Allocations under the Plan are subject to the achievement of
predetermined performance targets as set by the Board and communicated to staff and overriding
Board discretion.

Details of issues under this plan are as follows:

Allocation date Number of Issue Price Participating Shares/Employee
Shares allocated &) Employees
12 January 2001 479,534 ' 13.90 6,754 71

Employee Share Purchase Plan

All permanent salary packaged employees with continuous service of at least one year as at any
relevant share acquisition date, are eligible to participate in the Employee Share Purchase Plan.

Details of shares acquired under this plan-are as follows;

Allocation date Number of | Average Pﬁrchase Price Participating Employees
Shares acquired )]

1 December 2000 78,484 | _ 13.11 211

20 December 2000 17,830 | 13.44 10

12 January 2001 287,573 | 13.91 356

29 May 2001 59,869 15.22 191

8 June 2001 25,614 15.57 12

Shares are acquired on market or issued. In consideration for the shares allocated, employees forego
remuneration equivalent to the market value of the shares on the date of issue, less brokerage, stamp
duty and at a discount equivalent to that available under the Bank’s Dividend Reinvestment Plan,
when operational.

The 1 December 2000 and 29 May 2001 allocation included 3,263 and 2,809 shares respectively,
allocated to the Managing Director, Mr Ed O’Neal (since deceased).
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Employee Share Plans (cont...)

Employee Performance Share Plan (‘Performance Share Plan’)

In accordance with the Rules of the Performance Share Plan and as approved by sharecholders, share
allocations can occur by allotment or by purchase on market.
appropriate basis of allocation at the time each award is exercised. Details of awards, comprising

rights over unissued ordinary shares, granted under the Performance Share Plan are as follows:

The Board will assess the most

Movement during the year
Awards] Number of Number of Number of Market| Awards| Senior
Date Awards outstanding Awards Awards Shares Value| outstanding| Executivesin
Granted Vesting Date| 1 Oct 2000 Granted Forfeited Allotted ($)] 30 Sep 2001 Plan
31-Aug-98 23-Feb-01 201,000 192,000 2,805,100 9,000 |} -
30-Nov-98 30-Mar-01 15,000 15,000 -1}
30-Nov-98 30-Mar-02 15,000 15,000 -3 1
30-Nov-98 30-Sep-02 20,000 20,000 -}
30-Nov-98 30-Sep-02 - 50,000 50,000 {}
22-Feb-99 23-Feb-01 16,500 12,500 183,650 4,000 |} 1
24-May-99 27-Apr-01 7,500 7,500 113,400 -I -
02-Jun-99 08-Dec-01 3,000 3,000 |}
02-Jun-99 08-Dec-02 3,000 3,000 |} 1
02-Jun-99 08-Jun-03 3,000 3,000 |}
28-Jun-99 23-Feb-01 5,000 5,000 75,800 -
20-Jul-99 19-Jul-01 16,667 16,667 |} 1
20-Jul-99 19-Jul-02 16,666 16,666 |}
29-Nov-99 30-Nov-00 10,000 10,000 142,500 -1} -
20-Dec-99 20-Dec-00 3,000 3,000 41,970 -}
20-Dec-99 20-Dec-01 3,000 3,000 |} !
20-Dec-99 20-Dec-02 3,000 3,000 |}
04-Jan-00 04-Jan-01 1,000 1,000 13,990 -} )
04-jan-00 04-Jan-02 1,000 1,000 -4}
28-Feb-00 31-Aug-00 2,500 2,500 1} 1
28-Feb-00  31-Aug-02 2,500 2,500 |}
17-Mar-00 17-Mar-01 7,200 7,200 112,896 -1} -
01-Nov-00 15-Nov-02 - 752,933 85,239 667,694 |} 105
01-Nov-00 15-Nov-03 - 376,467 47,467 329,000 |}
29-Nov-00 30-Nov-04 - 10,000 10,000 136,000 -} -
29-Jan-01 30-Nov-04 - 4,000 4,000 1
29-Jan-01 30-Nov-04 - 2,000 2,000 |}
05-Feb-01 15-Nov-02 - 22,711 22711 |} .
05-Feb-01 15-Nov-03 - 12,700 12,700 |}
05-Mar-01 15-Nov-02 - 8,250 5,250 3,000 |} 2
05-Mar-01 15-Nov-03 - 6,000 4,500 1,500 |}
14-Mar-01 15-Nov-02 - 1,047 1,047 |} .
14-Mar-01 15-Nov-03 - 897 897 |}
19-Mar-01 15-Nov-02 - 2,57 2,571 |} 1
19-Mar-01 15-Nov-03 - 1,929 1,929 [}
12-Apr-01 15-Nov-02 - 4,706 4,706 |} )
12-Apr-01 15-Nov-03 - 4,033 4,033 |}
01-Jul-01 15-Nov-02 - 750 750 |} )
01-Jul-01 15-Nov-03 - 1,500 1,500 |}
TOTAL 355,533 1,262,494 193,456 248,200 3,625,306 1,176,371 119

The outstanding awards have a market value of $17.8 million as at 30 September 2001.
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Executive Option Plan and Non-Executive Directors’ Share Purchase Plan

Executive Option Plan (‘Option Plan’)

Executive officers are eligible to participate in the Option Plan. Exercise is conditional upon the Group
achieving a prescribed performance hurdle. Separate performance hurdles were established in relation
to the exercise of options issued to the late Managing Director, Mr O’Neal, under the Option Plan. The
options do not grant rights to the option holders to participate in a share issue of any other body
corporate. Non-executive directors are ineligible to participate in the Option Plan.

Details of options granted under the Option Plan are as follows:

Movement during the year
Exercise; Options|  Number of Number of Number of| Awards Senior}
Date Options, Price®| outstanding Options Options Options| outstanding| Executives in
Granted Exercise Period (8)] 1O0ct 2000 Granted Forfeited Exercised| 30 Sep 2001 Plan
23-Feb-98 23-Feb-01 1o 23-Feb-03| $8.58 2,910,000 80,000 2,750,000 80,000 |} 1
23-Feb-98 03-Jul-00  to 03-Jul-0t $8.58] 80,000 80,000 -}
23-Feb-98 03-Aug-00 to 03-Aug-01 $8.58 180,000 180,000 -} -
23-Feb-98 09-Oct-00  to 09-Oct-01 $8.58 100,000 100,000 -1
30-Nov-98 30-Mar-0!  to 30-Nov-03 $10.30 75,000 75,000 |}
30-Nov-98 30-Mar-02  to 30-Nov-03] $10.30 75,000 75,000 -1}
30-Nov-98 30-Sep-02  to 30-Nov-03 $10.30 75,000 75,000 -1} 1
30-Nov-98 15-Nov-02 to 30-Nov-03 $10.39 - 75,000 75,000 |}
30-Nov-98 15-Nov-03 10 30-Nov-03 $10.30 - 75,000 75,000 |}
30-Nov-98 30-Nov-0! to 30-Nov-03 $10.30 120,000 120,000 |} 1
18-Dec-98 18-Nov-00 to 18-Dec-03 $9.41 500,000 500,000 |}
18-Dec-98 18-Nov-01  to 18-Dec-03 $9.41 500,000 500,000 {} 1
18-Dec-98 18-Nov-02 to 18-Dec-03 $9.41 500,000 500,000 |}
02-Jun-99 08-Dec-01 o 02-Jun-04] $10.73 30,000 30,000 |}
02-Jun-99 08-Dec-02 to 02-Jun-04| $10.73 30,000 30,000 |} 1
02-Jun-99 08-Jun-03  to 02-Jun-04| $10.73 30,000 30,000 {}
20-Jul-99 19-Jul-02  to 20-Jul-04 $10.95 200,000 200,000 |} 1
09-Aug-99 09-Aug-02  to 09-Aug-04 $10.34 50,000 50,000 |} 1
03-Nov-99 03-Nov-02 to 03-Nov-04 $10.34 45,000 45,000 -} -
20-Dec-99 20-Dec-02  to 20-Dec-04, $10.86 80,000 80,000 |} 1
17-Mar-00 17-Mar-03  to 17-Mar-05 $11.39 30,000 30,000 |} 1
01-Nov-00 15-Nov-02  to 01-Nov-03) $11.14 - 133,333 133,333 |} 1
01-Nov-00 15-Nov-03  to 01-Nov-05| $11.14 - 66,667 66,667 |}
15-Dec-00 15-Dec-03  to 15-Dec-035 $13.38 - 200,000 200.000 {}
15-Dec-00 15-Dec-03  to 15-Dec-05 $13.38 - 200,000 200,000 {} I
15-Dec-00 15-Dec-03  to 15-Dec-05 $13.38 - 200,000 200,000 |}
TOTAL[ 5,610,000 950,000 275,000 3,110,000 3,175,000 1

1. The options may be exercisable at an earlier date as prescribed by the Option Plan rules.

2. A premium is added to the exercise price of the options that represents the time value of money
component of the value of the options (calculated as the difference between the actual dividend and bond
yields for the period from the Grant Date of the options to the earliest exercise date). The exercise price
represents the market value of the Bank’s ordinary shares at the Grant Date of the options. This market
value represents the weighted average trading price during the five trading days prior to the Grant Date,
calculated in accordance with the Option Plan rules.

3. Participating executives are required to hold a minimum of 5,000 ordinary shares in the Bank in order to
participate in the Option Plan.
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3.3.7 Executive Option Plan and Non-Executive Directors’ Share Purchase Plan (cont...)

Non-Executive Directors’ Share Purchase Plan (‘Directors’ Plan’)

Shareholders approved the Directors’ Plan at the Group’s Annual General Meeting held on 17

December 1999.

All non-executive directors are eligible to participate in the Directors’ Plan. Ordinary shares are
acquired on market. In consideration for the shares acquired on their behalf, non-executive directors
forego directors’ fees equivalent to the purchase price of the shares less brokerage, stamp duty and a
discount equivalent to that available under the Bank’s Dividend Reinvestment Plan when

operational.

Details of shéres allocated under the Directors’ Plan are as follows:

Allocation date

Shares acquired

Average Purchase Price

®)

Participating Non-
Executive Directors

I December 2000

11,440

13.11

5

page 48




4.1

4.2

ST.GEORGE BANK LIMITED

Group Financial Results
For the year ended 30 September 2001

Further Information

Branches
As at Sept March Sept
2001 2001 2000
New South Wales 224 226 227
Australian Capital Territory 14 13 13
Queensland 22 23 23
Victoria 30 30 30
South Australia 113 111 114
Western Australia 2 2 2
Northern Territory 4 4 4
Total 409 409 413
Assets per branch - $m 124 117 120
Net Profit @ per branch (annualised)
- after income tax, OEI and before goodwill and significant items - $'000 1,330 1,276 1,094
- after income tax, OEl, goodwill and before significant items - $'000 1,088 1,032 850
(1) There were 37 Automated Banking Centres (ABC) at 30 September 2001.
(2) Before Preference Dividends.
Staffing (full time equivalents)
As at Sept March Sept
2001 2001 2000
New South Wales 4,411 4,377 4,527
Australian Capital Territory 154 164 182
Queensland 232 247 252
Victoria 263 274 299
South Australia 1,157 1,247 1,482
Western Australia 76 81 95
Northern Territory 31 33 35
6,324 6,423 6,872
SEALCORP 583 538 599
Scottish Pacific 154 144 148
Total Permanent and Casual Staff" 7,061 7,125 7,619
Assets per staff - $m 7.2 6.7 6.5
Staff per $m assets - No. 0.14 0.15 0.15
Net Profit @ per average staff (annualised)
- after income tax, OE!I and before goodwili and significant items - $'000 75.2 713 58.0
- after income tax, OEl, goodwill and before significant items - $'000 61.5 57.7 45.0

view, given that many of these costs have impacted deferred expenditure:
Total Group Workforce™

(2) Before Preference Dividends.

(1) The total Group workforce comprises permancnt, casual and temporary staff and contractors. Traditionally, total permanent and
casual staff is indicative of movement in operating expenses. However with large projects such as the Advance Bank integration,
Y2K, GST, and the Group Redesign the Total Group Workforce including temporary and contract labour provides an aiternative

7,704 8,131 8,434

(3) The 1,400 position reductions achieved to through Best Bank were realised in the period between 31 July 2000 and
30 September 2001. During that period Total Group Workforce dropped 970 from 8,674 to 7,704.
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4.3

ST.GEORGE BANK LIMITED Group Financial Results
For the year ended 30 September 2001

Dates and Credit Ratings
Financial Calendar

Date Event

26 November 2001 Ex-dividend trading for final ordinary share dividend
30 November 2001 Record date for final ordinary share dividend

14 December 2001 Payment of final ordinary dividend

14 December 2001 Annual General Meeting

31 March 2002 Financial half-year end

Proposed Dates

Date Event

31 January 2002 Ex-dividend trading for PRYMES
6 February 2002 Record date for PRYMES
20 February 2002 Payment date for PRYMES

7 May 2002 Announcement of financial profit and interim ordinary dividend
27 May 2002 Melbourne Shareholder Information Meeting
12 June 2002 Ex-dividend trading for interim ordinary share dividend
18 June 2002 Record date for interim ordinary share dividend
2 July 2002 Payment of interim ordinary dividend
Credit Ratings
Short term Long term
Standard & Poor’s A-1 A
Moody’s Investors Service P-2 A3
Fitch F1 A+

Further Information
Media:

Adam Cooke

Corporate Relations General Manager
Phone: (02) 9952-1249

Fax: (02) 9952-2072

Analysts:

Sean O’Sullivan

Investor Relations Manager
Phone: (02) 9952-2478
Fax: (02) 9952-1066
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St.George Bank Limited
ABN 92 055 513070

20 November 2001
Plcase reply to:
The Manager Michael Bowan
Compar}y Announcements [sf;;e\]cf 111852\\? 2000 et
Australian Stock Exchange Limited Email: bowanm@stgeorge.com.au
Level 4 Telephone: (02) 9236 1205
20 Bridge Street Facsimile: (02) 9236 1899
Sydney NSW 2000 AUSTRALIAN STOCK EXCHANGE
e
AARRRR
SGBO00416
Dear Sir

ST.GEORGE BANK LIMITED
CONCISE AND FULL FINANCIAL REPORTS

I attach two copies of the St.George Bank Limited Concise Annual Report which we are in
the process of mailing to our shareholders and two copies of the St.George Bank Limited Full

Financial Report.

Yours sincerely

el . e

Rhonda Lee Quan
Secretary
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tribute to a0t 1944 2001
Ed O'Neal

The sudden death of St.George Bank's Managing Director and Chief Executive Officer, Edward
Asbury O'Neal, in September 2001, shocked and saddened us all.

An inspirational leader, Ed was admired by everyone who had the privilege of meeting him. He
stood apart through his charisma, congentiality, honesty, commitment and passion. He was an
easy man to like and respect.

Ed was extremely popular with staff. He often remarked on their energy and motivation, skills,
dedication and discipline. He introduced the Star Awards for employees who excelled in
oﬂmﬁo:ﬂmq service. He actively joined staff activities and let them know he was just another part
of the team.

Passionate about St.George customers, Ed was committed to deepening relationships with
them. He genuinely believed that St.George was better placed than any Australian bank to
provide customers with valuable lifestyle solutions.

He was also committed to creating the best bank St.George could be for shareholders,
particularly the 110,000 or so small investors who rely on the Bank's solid returns to make a
difference in their lives.

Most of all, Ed was a devoted family man. He and his wife Dianne had recently completed
extensive renovations to their Sydney home. Together they spent weekends on their country
property in the NSW Southern Highlands. As often as possible they would spend time with their
only child, Edward, who is completing his schooling in the United States.

A career banker, Ed was appointed CEO and Managing Director of St.George in May 1998
after enjoying a distinguished banking career in the United States.

After 23 years with Chemical Bank, he went on to become Vice Chairman at the Bank of
Boston.

He was the driving force behind St.George's structural and financial achievements over the
past few years. He devoted his last years to making St.George Bank stand out as a genuine
alternative in Australian banking.

Ed's popularity was clearly evidenced by the enormous number of tributes that flowed in from
staff, friends and business leaders in Australia and from around the world. His family has taken
great comfort from these messages.

The results of Ed's efforts to improve St.George's operations and share price are reflected
strongly in the market place. Our sadness is that he didn't live to enjoy all the fruits of his




endeavours. We are confident his positive contribution will continue to shine through.

Ed wrote the following words for the annual report. We know he would have wished them to be
communicated to shareholders:

'Our ownership restrictions - which have made us difficult to takeover, become easier to
change in July next year.

'I welcome this change. | believe we need to be seen as standing on our own feet - without
regulation - as a viable and independent financial institution offering a real alternative.

‘I welcome the change because we're a robust company with strong growth potential.

We're entering the new year with our best-ever financial performance. We've built a real
momentum in our results. Our credit quality is strong. Our customer satisfaction is supenor to
that of our competitors.

'The St.George brand is extremely strong. We stand for something different. And that's our
goal. Not to be the biggest, but to be the best. -

'St.George is delivering on its promises. We still have major challenges ahead, but | believe

we're extremely well positioned for our shareholders to reap the rewards of our passion for
customers and our commitment to achieving results.’

contents | top | exit
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ST.GEORGE BANK LIMITED AND ITS CONTROLLED ENTITIES
STATEMENTS OF FINANCIAL PERFORMANCE
FOR THE YEAR ENDED 30 SEPTEMBER 2001
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These Statements of Financial Performance should be read in conjunction with the accompanying notes to the financial statements.
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STATEMENTS OF FINANCIAL POSITION
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These Statements of Financial Position should be read in conjunction with the accompanying notes to the financial statements.



ST.GEORGE BANK LIMITED AND ITS CONTROLLED ENTITIES
STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED 30 SEPTEMBER 2001
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These Statements of Cash Flows should be read in conjunction with the notes to the Statements of Cash Flows and the accompanying notes
to the financial statements.
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ST.GEORGE BANK LIMITED AND ITS CONTROLLED ENTITIES
STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED 30 SEPTEMBER 20071

Notes to the Statements of Cash Flows (Continued)
(c) Acquisition of controlled entities

On 16 May 2000, St.George Bank Limited acquired 100% of the ordinary issued share capital of Scottish Pacific Business Finance Group for
542 million. The excess of fair value over the net assets of Scottish Pacific Business Finance Group at the date of acquisition was $32 million.
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(d) Disposal of entities

During the year, a number of subsidiaries involved with Research and Development syndicates were sold. The disposal of these companies had
no cash impact and generated no profit or loss on disposal. Refer to Note 44 for further details.

On 30 September 2000, St.George disposed of its interest in ASSIRT Pty Limited and ASSIRT Software Pty Limited.
This disposal included St.George’s interest in Quicktrade. St George received 100,744,667 fully paid Bourse Data Limited (now WealthPoint
Limited) convertible preference shares valued at $1.20 per share as consideration. Details of the disposal are as follows:
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ST.GEORGE BANK LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30 SEPTEMBER 2001

NOTE 1 STATEMENT OF SIGNIFICANT
ACCOUNTING POLICIES

In this Financial Report, St.George Bank Limited,
the parent entity is referred to as the Bank.

The following terminology is also used:

* the consolidated entity is 5t.George Bank
Limited and its controlled entities

« controlled entities are entities controlled by

St.George Bank Limited (as listed in Note 44).

The significant accounting policies that have
been adopted in the preparation of this
Financial Report are as follows:

(a) Bases of Accounting

This general purpose Financial Report complies
with the accounts provisions of the Banking Act,
Corporations Act 2007, applicable Australian
Accounting Standards, other authoritative
pronouncements of the Australian Accounting
Standards Board and Urgent Issues Group
Consensus Views.

Unless otherwise indicated, all amounts are
expressed in Australian currency and are shown

in $ million.

Reclassification of Financial Information
As a result of the first time application on

1 October 2000 of the revised Accounting
Standards AASB 1018 Statement of Financial
Performance and AASB 1034 Financial Report
Presentation and Disclosures; and the new AASB
1040 Statement of Financial Position, a number
of comparative amounts were reclassified or
repositioned to ensure comparability with the
current reporting period.

Revenue and expense items previously disclosed
as abnormal have been reclassified and are now
disclosed as individually significant items, refer
Note 7. These items are no longer identified
separately on the face of the Statements of
Financial Performance.

The reconciliation of opening to closing
retained profits has been transferred from the
Statements of Financial Performance and is now
presented in Note 36.

The accounting policies adopted are consistent
with those of the previous year, except as noted
below.

Accounting for Investments

in Associated Companies

The consolidated entity has adopted the equity
accounting method for the first time as per
Accounting Standard AASB 1016 Accounting for

Investments in Associates. As a result, a loss of
$3 million before tax ($3 million after tax)
has been taken to the Statements of Financial
Performance.

Revaluation of Non-Current Assets

The consolidated entity has applied the revised
Accounting Standard AASB 1041 Revaluation of
Non-Current Assets prior to its operative date

in accordance with Section 334(5) of the
Corporations Act 2007 (refer Notes 22 and 23).

Change in Basis of

Determining Earnings per Share

The consolidated entity has elected to apply
the revised Accounting Standard AASB 1027
Earnings per Share prior to its operative date
in accordance with Section 334(5) of the
Corporations Act 2001

Earnings per share information for the year
ended 30 September 2000 has been
recaiculated in accordance with the revised
standard to ensure comparability with the
current financial year. The impact of the
restaternent was to alter the diluted earnings
per share information only (refer Note 9).

(b) Historical Cost

This Financial Report has been prepared on the
basis of historical cost and does not take into
account changing money values except where
stated. Securities and derivatives held for
trading purposes have been marked to market.

The carrying amounts of all non-current assets
are reviewed to determine whether they are

in excess of their recoverable amounts as at
balance date. If the carrying amount of a non-
current asset exceeds the recoverable amount,
the asset is written down to the lower
amount. When assessing the recoverable
amount for a particular non-current asset,

the net cash flows arising from the asset’s
continued use and subsequent disposal have
not been discounted to its present value,
except where specifically stated.

(¢) Consolidation

The consalidated Financial Report comprises
the Financial Report of the Bank and its
controlled entities.

Where an entity commenced or ceased to be
controlled during the year, its results are only
included from the date control commenced or
up to the date control ceased.

Outside interests in the equity and results of the
entities that are controlled by the Bank are
shown as a separate item in the consolidated
Financial Report.

All inter-entity balances and transactions have
been eliminated.

(d) Excess of Market Value over

Net Assets of Controllied Entities
Investments in controlled entities by St.George
Life Limited are recorded at market value. On
consolidation, the excess of net market value of
these controlled entities over their underlying .
net assets is separately recognised and included
in other assets. This amount is assessed at each
reporting date with changes in value recorded
as other income or expense in accordance with
Accounting Standard AASB 1038 Life Insurance
Business.

(e) Foreign Currency

All monetary assets and liabilities held in
foreign currencies are shown in this Financial
Report at the exchange rates prevailing at
balance date. Foreign currency forwards,
futures, swaps and options are valued at the
appropriate market rates at balance date.
Unrealised profits and losses arising from these
revaluations are recognised in the Statements

of Financial Performance.

For foreign exchange trading activities, it is the
policy of the consolidated entity to maintain

a substantially matched position in foreign
currency assets and liabilities hence, net
exposure to exchange risk is not material.

(f) Translation of Controlled

Foreign Entities

The Financial Reports of overseas controlled |
entities that are integrated foreign operations
are translated using the temporal method.
Monetary assets and liabilities are translated
into Australian currency at rates of exchange
current at balance date, while non-monetary
items and revenue and expense items are:
translated at exchange rates current when the
transactions occurred. Exchange differences
arising on translation are brought to account
in the Statements of Financial Performance.

(g) Roundings

The Bank is a company of the kind referred to
in ASIC Class Order No 98 /0100 dated 10 July
1998. Accordingly, amounts in this Financial
Report have been rounded to the nearest one
million doliars except where otherwise stated.
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ST.GECRGE BANK LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30 SEPTEMBER 2001

(h) Cash and Liquid Assets

Cash and liquid assets comprise cash held in
branches, ATMs, cash at bankers, money at call,
bills receivable and remittances in transit.
Interest income on cash and liquid assets is
recognised in the Statements of Financial
Performance when earned.

(i) Due from Other Financial Institutions
Balances due from other financial institutions
includes loans, nostro balances and settlement
account balances due from other banks. They
are brought to account at the gross balance
outstanding. Interest income is recognised

in the Statements of Financial Performance
when earned.

(j) Trading Securities

Trading securities are purchased without the
intention of being held to maturity. Securities
are recorded at net fair value based on quoted
market prices. Realised and unrealised gains
and losses are recognised in the Statements
of Financial Performance. Interest on trading
securities is included in net interest income.
At acquisition, trading securities are recorded
on a trade date basis.

(k) Investment Securities

Investment securities are purchased with

the intention of being held to maturity.

The securities are recorded at cost plus accrued
interest and, in respect of fixed interest
securities, are adjusted for amortised premiums
and discounts. Premiums and discounts are
amortised from the date of acquisition so that

the securities reflect their face value at maturity.

The amortisation of premiums and discounts

is recognised in the Statements of Financial
Perfermance as net interest income. Gains or
losses on disposal of investment securities prior
to maturity are brought to account when
realised. Unrealised losses are not brought to
account unless the recoverable amount is less
than the carrying amount. Investment securities
are recorded on a trade date basis. Interest
income is recognised in the Statements of

Financial Performance when earned.

(1) Repurchase Agreements

Securities sold under agreements to repurchase
are retained in the Statements of Financial
Position as Trading Securities or Investment
Securities, as applicable, and accounted for
accordingly. The obligation to repurchase is
recognised as a liability and disclosed as

8

Deposits and Other Borrowings. Securities
purchased under agreements to resell are
recorded as Liquid Assets.

{m) Loans and Other Receivables

Loans and other receivables include residential,
commercial, credit card, overdrafts and other
personal loans, leasing, hire purchase, bill
financing, leveraged leases, margin lending,
equity swaps and research and development
participation.

Receivables referred to above are carried at the
recoverable amount represented by the gross
value of the loan balance adjusted for specific
provisions for doubtful debts, interest reserved
and in respect of leveraged leases, unearned
tax remissions.

Interest and material yield related fees are
recognised in the Statements of Financial
Performance when earned.

(i) Leasing Receivables
Finance leases, in which the consolidated
entity is the lessor, are included in Loans
and Other Receivables. At the beginning
of the lease term, the present value of the
minimum lease payments receivable plus
the present value of any unguaranteed
residual value is recorded in the Statements
of Financial Position. Income attributable
to the leases is brought to account
progressively in the Statements of Financial
Performance over the lease term in
accordance with an actuarial method so as
to achieve a constant periodic rate of return
on the leases outstanding.

(i) Structured Investments
Investments by the consolidated entity
in research and development syndicates,
participation in leveraged leases and equity
swaps are recorded at the amounts equal to
the consolidated entity’s participation and
included in Loans and Other Receivables in
the Financial Report.
Revenue is brought to account based on
a method that yields a constant rate of
return. The income is received on an after
tax basis and is brought to account in the
Statements of Financial Performance on a
before tax basis.

(n) Impaired Assets

The consolidated entity has adopted the
Australian Prudential Regulation Authority’s
(APRA) guidelines for classifying impaired assets,

which consist of the following broad categories:

(i) Non-Accrual Loans

Loans are classified as non-accrual where:

(1) contractual payments of principal
and/or interest are 90 or more days in
arrears, and where the value of security
is insufficient to cover repayment of
principal and interest;

(2) aspecific provision has been raised;
and/or

(3) thereis reasonable doubt about the
ultimate collectability of principal and
interest within an acceptable
timeframe.

Income on non-accrual loans is recognised
only on a cash basis and when the cash
received is not a principal payment. If
necessary a specific provision for doubtful
debts is recognised so that the carrying
amount of the loan does not exceed the
expected future cash flows.

(ii) Restructured Loans
These are loans where the original
contractual terms have been amended to
provide concessions of interest or principal
as a result of a customer's financial or other
difficulties in complying with the original
facility terms. For these loans, interest and
fees are recognised as income on an
accruals basis, whilst the customer complies
with the modified terms and conditions.

(iii) Assets Acquired through Security
Enforcement
This category comprises assets where
ownership has been assumed in settlement
of a debt. These assets are recorded in
the Statements of Financial Position under
Other Investments (refer Note 1 (r)) and
are subject to revaluation each year.

(o) Bad Debts Written Off and Provision
for Doubtful Debts

Bad debts are written off as they arise. For
personal lending, residential lending and
commercial lending, the consolidated entity has
a policy of providing for possible losses on the
basis of amounts set aside to cover specific
debits that are considered doubtful.

The general provision for doubtful debts
(not tax effected) when combined with the
tax effected balance of Unearned Income-
Mortgage Insurance Premiums represents
0.51% (2000: 0.52%) of risk weighted assets.




ST.GEORGE BANK LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30 SEPTEMBER 2001

Unearned Income-Mortgage Insurance
Premiums disclosed in the Statements of
Financial Position under Bills Payable and
Other Liabilities represents a provision against
potential defaults not specifically identified

in respect of the housing loans insured by
St.George Insurance Pte Ltd.

in the insurance operation, a loss provision is
maintained against potential claims where the
entity has been notified that a loss may arise.

{p) Bank Acceptances of Customers

The potential liability arising as a result of bank
bill acceptances that are sold into the market is
recorded in the Statements of Financial Position
as a liability. An equal and offsetting claim exists
against customers in the event of a call on this
potential liability and is recorded in the
Statements of Financial Position as an asset.
Bank Acceptances generate fee income that

is recognised in the Statements of financial
Performance when earned.

Discounted bills accepted by the consolidated
entity are recorded as part of Trading Securities
as the intention at the time of discount is to
offer the bills for resale.

{q) Investments in Associated Companies
Investments in associates have been accounted
for using the equity method where material.

Under the equity method, the consolidated
entity’s share of the post-acquisition profits
or losses of associates is Tecognised in the
consolidated Statements of Financial
Performance, and its share of post-acquisition
movements in reserves is recognised in
consolidated reserves. The cumulative post-
acquisition movements are adjusted against the
cost of the investment. Associates are those
entities over which the consolidated entity
exercises significant influence but not control,

In the determination of the recoverable amount
of the investment in WealthPoint Limited, the
net cash flows arising from the asset’s continued
use and subsequent disposal have been
discounted to its present value.

Change in Accounting Policy

In previous years, investments in associates were
carried at cost or recoverable amount. In the
current financial year, the consolidated entity has
adopted for the first time the equity accounting
method for certain investments in accordance
with Accounting Standard AAS8 1016 Accounting
for Investments in Associates. As a result,

aloss of $3 million before tax (53 million
after tax) has been included in the Statements
of Financial Performance.

(r) Other Investments

Property, plant and equipment held for sale is
shown in the Statements of Financial Position
as Other Investments.

Buildings classified as Other Investments are
not depreciated.

Land and buildings held for sale have been
independently valued at 30 September 2001.
Adjustments arising from revaluations are
reflected in the Asset Revaluation and
Realisation Reserve applicable to this class of
asset. If no such reserve exists, revaluation
decrements are recognised in the Statements
of Financial Performance and to the extent that
an increment reverses a previous revaluation
decrement, it is recognised as revenue in the
Statements of Financial Performance.

Holding costs such as rates and taxes are not
capitalised. Development costs are capitalised
to the extent that they are considered to be
recoverable.

Shares in entities and other securities are
recorded at cost or recoverable amount.
Unrealised losses relating to diminution in the
value of shares in entities and other securities
are recognised in the Statements of Financial
Performance.

In the determination of the recoverable amount
of the investment in Virtual Communities
Limited, the net cash flows arising from the
asset’s continued use and subsequent disposal
have been discounted to its present value.

(s) Property, Plant and Equipment

The consolidated entity obtains independent
valuation of its land and buildings as required,
except where such properties are in the course
of construction or major renovation.

In addition, individual land and buildings are
valued prior to sale where their carrying value
exceeds the recoverable amount. Capital gains
tax, if applicable, is recognised in determining
income tax expense in the period in which the
land and buildings are sold.

Increments and decrements arising upon
revaluation of land and buildings are recognised
in the Asset Revaluation and Realisation Reserve
and continue to be recorded in this reserve
following subsequent disposal. If no such
reserve exists, revaluation decrements are

recorded in the Statements of Financial
Performance and to the extent that an
increment reverses a previous revaluation
decrement, it is recognised as revenue in
the Statements of Financial Performance.

(t) Depreciation

Plant and equipment of the consolidated entity,
including buildings, are depreciated on a straight-
line basis over their estimated useful lives.

Leasehold improvements are depreciated on

a straight-line basis over the remaining lease
term or their estimated useful lives, whichever
is the shorter.

The estimated useful lives are as follows:
- Buildings
20 to 60 years
- Plant and Equipment
3 to 10 years
- Leasehold Improvements
11to 10 years

(u) Goodwill

With the exception of acquisitions undertaken
by St.George Life Limited (refer Note 1 (d)), the
excess of purchase consideration plus incidental
costs over the fair value of the identifiable net
assets at the date of each acquisition is
recognised as goodwill. Such goodwill is recorded
as an intangible asset in the Statements of
Financial Position and is amortised, by systematic
charges against income, on a straight line basis
over the period of time during which benefits
are expected to arise. Goodwill is amortised
from the date of acquisition over a period not
exceeding twenty (20) years. The unamortised
balance of goodwill and the period of
amortisation is reviewed annually. Where the
balance exceeds the value of expected future
benefits, the difference is charged to the
Statements of Financial Performance.

In determining the fair value of the identifiable
net assets acquired, a liability for restructuring is
only recognised at the date of acquisition where
there is a demonstrable commitment and a
detailed plan. The liability is only recognised
where there is little or no discretion to avoid
payments to other parties in settlement of costs
of restructuring and a reliable estimate of the
amount of the liability as at the date of
acquisition can be made.



ST.GEORGE BANK LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30 SEPTEMBER 2001

(v) Other Assets

Other Assets comprise sundry debtors, market
revaluation of trading derivatives and the
vevaluation of cross currency swaps used to hedge
foreign currency risk. These assets are recorded at
the cash value to be realised when settled.

Other Assets also include deferred expenditure,
prepayments and the excess market value over
the net assets of StGeorge Life Limited's
controlled entities. Expenditure is deferred
where it is considered that it is probable that
future economic benefits embodied in the
expenditure will eventuate and can be reliably
measured. Deferred expenditure is amortised
over the period in which the related benefits are
expected to be derived and is reviewed annually
to determine the amount, if any, that is no
longer recoverable. Any such amount is written
off in the Statemenits of Financial Performance.
The excess market value over the net assets of
St.George Life Limited's controlled entities is
assessed at each reporting date with changes in
value being recorded in the Statements of
Financial Performance.

(w) Deposits and Other Borrowings
Deposits and other borrowings comprise
negotiable certificates of deposit, term
deposits, saving deposits, cheque and other
demand deposits, unsecured guaranteed notes
and secured borrowings. Interest is recognised
in the Statements of Financial Performance
when incurred.

(x) Due to Other Financial Institutions
Balances due to other financial institutions
include deposits, settlement account balances
and vostro balances. They are brought to
account at the gross balance outstanding.
Interest is recognised in the Statements of
Financial Performance when incurred.

(y) Provision for Dividends

This item comprises provision for dividends in
respect of depositary capital securities,
preferred resetting yield marketable equity
securities and ordinary shares.

The provision for dividend relating to preferred
resetting yield marketable equity securities is
calculated on a balance of $300 million at a
fixed rate of interest of 6.36% pa for the first
five years, after which the Bank has the option
to reset the rate. The dividends are paid semi-
annually in February and August.

10

The depositary capital securities dividend
provision is calculated on the value of securities,
being US5250 million, at a fixed rate of interest,
payable semi-annually in June and December
each year.

The provision for dividend relating to
converting preference shares was calculated
on a balance of $360 million at a fixed rate

of interest, payable semi-annually in May

and November each year. On 29 March 2007,
these shares converted into 28.2 mitfion
ordinary shares.

The provision for dividend relating to ordinary
shares represents the estimated amount payable
in respect of the final dividend declared.

(z) Income Tax Liability

The consolidated entity has adopted the liability
method of tax effect accounting, whereby
income tax expense for the year is matched with
the accounting profit after allowing for
permanent differences not
deductible/assessable for income tax purposes.

Timing differences arising from items brought
to account in differing periods for income tax
and accounting purposes have been reflected in
future income tax benefit and provision for
deferred income tax.

(aa) Provision for Employee Entitlements
The provision for employee entitlements to
annual leave represents the amount which the
consolidated entity has a present obligation to
pay resulting from employees’ services provided
up to the balance date. The provision has been
calculated using current wage and salary rates
and includes related on-costs.

The provision for employee entitlements to long
service leave represents the present value of the
estimated future cash outflows to be made by
the employer resulting from employees’ services
provided up to the balance date.

Liabilities for employee entitlements that are
not expected to be settled within twelve
months are discounted using the rates attaching
to national government guaranteed securities at
balance date, which most closely match the
terms of maturity of the related liabilities.

In determining the liability for employee
entitlements, consideration has been given to
future increases in wage and salary rates, and
the consolidated entity’s experience with staff
departures. Related on-costs have alsc been
included in the liability.

The Bank contributes to various employee
superannuation funds. Contributions are
charged as an expense in the Statements
of Financial Performance as incurred.
Further information is set out in Note 43.

{bb) Provision for Directors’ Retirement
Provision for directors’ retirement payments
has been made in accordance with the Bank’s
Constitution.

(cc) Provision for Restructuring Costs

(i) On Acquisition
A liability for restructuring costs is
recognised at the date of acquisition of an
entity where the acquiring entity is
demonstrably committed to the
restructuring and a reliable estimate of the
liability can be made. Restructuring costs of
the acquired entity are included in the
determination of goodwill on acquisition.

(i) Of existing entities
Where a reliable estimate can be made, a
liability for restructing costs of an existing
entity is recognised at the date of
commencement of the restructuring
program.

(dd) Bonds and Notes

Bonds and Notes comprise medium term notes
and floating rate note borrowings. Interest is
recognised in the Statements of Financial

Performance as incurred.

(ee) Loan Capital

Loan Capital comprises subordinated debt
issued by the consolidated entity which
qualifies for inclusion as capital in accordance
with APRA prudential requirements. Interest is
recognised in the Statements of Financial
Performance as incurred.

(ff) Bills Payable and Other Liabilities

Bills Payable and Other Liabilities include market
revaluation of trading derivatives, revaluation of
cross currency swaps used to hedge fereign
currency risk, sundry creditors and accruals,
unearned income on mortgage insurance
premiums and bankers bond premiums. These
liabilities are recognised at the cash value to be
realised when settled.
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(gg) Shareholders’ Equity

(i) Ordinary Share Capital - Issued and Paid Up
Ordinary share capital is recognised at the
value of the amount paid up. Share issue
and share buy-back costs are charged
against share capital.

Ordinary shares issued to employees at a
discount to market price under the
Employee Reward Share Plan and Executive
Performance Share Plan will have no
amount debited to Share Capital.

Unissued Share Capital

In June 1998, the Bank raised $140 million
of capital by way of a Primary STRYPES
offering. The shares had no entitlement

(ii

Nt

to dividends or other forms of payment
until they were issued on 14 August 2001.
This capital was recognised at the value
received on allotment. On 14 August 2007,
the Primary STRYPES converted into 18.4
million ordinary shares.

(iii) Non-Redeemable, Non-Cumulative
Converting Preference Shares
The converting preference share capital is
recognised at the value of the amount paid
up. On 29 March 2001, these shares
converted into 28.2 million ordinary shares.

(iv) Preferred Resetting Yield Marketable Equity
Securities
On 21 February 2007, 3 million preferred
resetting yield marketable equity securities
at $100 each were issued by the Bank. The
issue netted $291 million after issue related
expenses. These shares are entitled to a
preference dividend of 6.36% pa for the
next five years, after which the Bank has the
option to reset the rate.

(v) Reserves
(1) Asset Revaluation and Realisation

Reserve
increments and decrements (where
they reverse a previous increment)
arising upon the revaluation of land,
buildings and other investments are
recognised in the Asset Revaluation
and Realisation Reserve.

(2

~

Claims Equalisation Reserve

The purpose of this reserve is to
provide a prudential buffer against
fluctuations in mortgage insurance
claims. In the event that there was an
abnormal claims experience, a portion
of this reserve could be transferred
back to retained profits.

(3) Reserve for Redemption of
Depositors” and Borrowers' Shares.

The purpose of this reserve is to
recognise the redemption of all
Depositors’ and Borrowers’ shares.

(vi} Outside Equity Interests
in Controlled Entities
Outside equity interests comprise depositary
capital securities issued by St George Funding
Company LLC and ordinary shares issued to
minority shareholders by St.George Motor
Finance Limited.

The depositary capital securities were issued
on 19 June 1997 raising US$250 million.
The securities are on issue in perpetuity
subject to redemption rights held by the
Bank in years 2007, 2017 and 2022. APRA
approval is required to enable the
redemption rights of the Bank to be
exercised. The securities have no voting
rights with respect to the operations of the
Bank and are treated as Tier 1 capital for
Capital Adequacy purposes.

(hh) Derivative Financial Instruments
The consolidated entity makes use of the
derivatives market for trading purposes and to
hedge foreign exchange and interest rate risk.

Derivatives bought or sold for trading purposes
are carried at net fair value at balance date.
Realised and unrealised changes in the net fair
value are recognised in the Statements of
Financial Performance in the period in which the
change cccurs.

Derivatives bought or sold for the Bank’s
hedging purposes are accounted for on the
same basis as the underlying exposure. Where
the underlying exposure is accounted for on an
accruals basis, any gain or loss realised on the
derivative instrument is deferred and taken up
as an adjustment to the yield on the underlying

exposure over its remaining life.

The market value of trading derivatives and
deferred gains or losses on hedging derivatives
are recognised as Other Assets when favourable
to the consolidated entity and Other Liabilities
when unfavourable.

(ii) Life Insurance Business

The consolidated entity conducts life insurance
business through its controlled entity, St. George
Life Limited (SGL), which is subject to the
provisions of the Life Insurance Act 1995
(including Commissioner’s Rule No 21} and
Actuarial Standard 1.01 Valuation of Policy
Liabilities (the Rules).

The shareholders’ interest in SGL, consisting of
the shareholders’ fund and the shareholders’
interest in the statutory funds, is included in this
Financial Report. The shareholders’ interest in
the statutory funds is carried at cost.

The shareholders’ interest in the profits from
the statutory funds are brought to account in
the Statements of Financial Performance of the
consolidated entity. The Rules require the
calculation of profits derived by life insurance
companies to be determined in accordance with
the Margin on Services methodology for the
valuation of policy liabilities under Actuarial
Standard 1.01 Valuation of Policy Liabilities of
the Life fnsurance Actuarial Standards Board.

ASIC has issued a Class Order that allows SGL's
results to be consolidated without adjustment
pursuant to the Rules for accounting policies
which are dissimilar to those of the consolidated
entity and which wauld otherwise require
adjustment. The Rules modify the application
of applicable accounting standards for fife
insurance companies.

The profits of the statutory funds brought

to account in the Statements of Financial
Performance of the consolidated entity are
not fully available for distribution until all the
requirements of the Life insurance Act 1995
are met. As a result, included within the retained
profits of the consolidated entity are the
undistributed profits of SGL which are
distributable to the shareholders’ account,
subject to meeting the solvency and capital
adequacy requirements of the Life Insurance
Act 1995 and upon the advice of the Appointed
Actuary of SGL.

(jj) Fiduciary Activities

A number of controlled entities act as Trustee
and/or Manager, Administrator or Custodian
for a number of superannuation funds,
investment trusts, superannuation services,
approved deposit funds, life insurance funds
and managed client portfolios. The value of
managed funds at 30 September 2001 was
$15,197 million (2000: $13,628 million).

The assets and liabilities of these funds and
trusts are not included in the consolidated
Financial Report as the Bank does not have the
capacity to directly or indirectly control the
funds and trusts.

Commissions and fees derived by the controlied
entities in respect of these activities are included
in the Statements of Financial Performance.

11
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(kk) Fee Income

Fees, if material, are segregated between cost
recovery and risk related. The risk related fees
are taken to income over the pericd of the
underlying risk. The balance of the fees is
considered to represent cost recovery and is
taken to income when received.

(If) Unearned Revenue

(i) Unearned revenue in refation to finance
leases, commercial hire purchases,
consumer lending and bills of sale has been
calculated using appropriate actuarial
factors so that revenue earned over the
term of the contract bears a constant
relationship to the funds employed.

Receivables referred to above are shown in
the Statements of Financial Position net of

unearned revenue.

(i) Unearned income of the insurance
operation has been calculated by spreading
the net premium revenue over the
expected period of the risk.

The unexpired risk reserve of the insurance
operation is disclosed as Unearned Income
- Mortgage Insurance Premiums in this
Financial Report.

(mm) Operating Leases

Operating lease payments are charged as an
expense over the term of the lease, on a basis
representative of the pattern of service rendered
through the provision of the leased property.

The present value of future operating lease
payments for surplus feased space under non-
cancellable operating leases is recognised as a
liability, net of any sub-leasing revenue, in the
year itis determined that the leased space will be
of no future benefit to the consolidated entity.

12

{nn) Loan Securitisation

The consolidated entity periodically sells
receivables to special purpose trusts that issue
securities to investors. These transactions transfer
the risks and rewards of ownership and therefore,
meet APRA's criteria for recognition as sales.

As such, the receivables sold are removed from
the Statements of Financial Position.

The consolidated entity receives the following
service fees and other income from the

securitisation programs:

(i) Service, manager and custodian fees are
received and recognised over the period
in which the relevant costs are borne.

(i) Redraw facility fee — the consolidated entity
provides the securitisation programs with
redraw facilities in accordance with APRAs
prudential guidelines.

(iif) Residual income - the consolidated entity is
entitled to receive residual income from the
securitisation programs. This income
comprises interest receivable on the
securitised loans (net of any swap
receipts /payments) less interest payable to

holders of Mortgage Backed Bonds and other

fees and expenses payable. The residual
income is recognised when receivable.

The consolidated entity has entered into
interest rate swaps with the special purpose
trusts on an arm’s length basis and in
accordance with APRA’s prudential guidelines.

(oo) Earnings Per Ordinary Share
(i) Basic earnings per ordinary share

Basic earnings per ordinary share is
determined by dividing net profit
attributable to members of the Bank,
excluding any costs of servicing equity
other than ordinary shares, by the
weighted average number of ordinary
shares outstanding during the financial
year, adjusted for the bonus elements in
ordinary shares issued during the year.

(i) Diluted earnings per share

Diluted earnings per share adjusts the
figures used in the determination of basic
earnings per ordinary share 1o take into
account the after income tax effect of
interest and other financing costs
associated with dilutive potential ordinary
shares and the weighted average number
of shares assumed to have been issued for
na consideration in relation to the dilutive
potential ordinary shares.

Change in accounting policy

The consolidated entity has elected to apply
the revised Accounting Standard AASB 1027
Earnings per Share prior 1o its operative date
in accordance with Section 334(5) of the
Corporations Act 2001.

Earnings per ordinary share information for
the year ended 30 September 2000 has been
recalculated in accordance with the revised
standard to ensure comparability with the
current financial year. The impact of the
restatement was to alter the diluted earnings
per share information only (refer Note 9).
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*Includes donations of $5,200 to the Australian Labour party and $5,000 to the Liberal party of WA.
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ST.GEORGE BANK LIMITED AND 1TS CONTROLLED ENTITIES
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 SEPTEMBER 2001

NOTE 7 INDIVIDUALLY SIGNIFICANT ITEMS (continued)

September 2001

@

(i)

(iii)

(iv)

With the Group Redesign substantially completed, a review of the provision has revealed that an excess of $5 million existed at 30
Septerber 2001. This excess has been written back, with an associated income tax expense of $2 million. During the year, the wind up
of the research and development syndicates was substantially completed. As at 30 September 2007, the excess provision related

to this project stood at $3 million and has been written back, with no tax effect.

On 2 August 2001 the consolidated entity made an offer to acquire the shares and options of WealthPoint it did not already own.
WealthPoint shareholders approved the scheme of arrangement on 17 October 2007. The transaction was finalised on 5 November 2001.
After allowing for the impact of completing this transaction, the weighted average cost of the consolidated entity’s investment in
WealthPoint is 98 cents per share. The directors have taken the position that 86 cents per share represents the appropriate carrying value
of the investment. Therefore the investment in WealthPoint as at 30 September 2001 has been written-down by $22 million, with no
income tax effect, to 86 cents per share. The carrying value of the investment in WealthPoint is approximatety $138 million foliowing the
completion of the transaction. The decision to acquire the remaining capital in WealthPoint enables the alignment of WealthPoint's
financial goals to the strategic direction of the consolidated entity.

The consolidated entity acquired a strategic share of SMS Management and Technology Limited (formerly Sausage Software) as part of
its overall eCommerce plan. Due to changes in market conditions this particular investment is not expected to generate the revenues
anticipated at the time the investment was made. The investment holds no further future strategic value to the consolidated entity.
Accordingly, the directors have elected to write-down the investment at 30 September 2001 to its market value. The gross write-down
is $6 million with an associated income tax benefit of $2 million.

The carrying values of individual investments comprising the consolidated entity’s other external investments portfolio have
been reviewed and written down by $30 million (520 million after tax) from $52 million to a carrying value of $22 million as
at 30 September 2001

‘September 2000

v

(vii)

During the year ended 30 September 2000, the consolidated entity disposed of its interest in ASSIRT Pty Limited and ASSIRT Software
Pty Limited. This disposal included St.George’s interest in Quicktrade. SEALCORP received 100,744,667 fully paid Bourse Data Limited
(now WealthPoint Limited) convertible preference shares. Capital gains tax (CGT) of $2 million was applicable on the sale of Quicktrade,
however, no CGT was applicable to the sale of the businesses to Bourse Data Limited as the transaction was a scrip for scrip transaction
and there was no intention to dispose of the convertible preference shares. ‘

At 30 September 2000, Advance Property Fund (APF) was the subject of a takeover offer by Stockland Limited. St.George entered
into an agreement with Stockland to dispose of its interest in APF. Accordingly, it reclassified the units as available for sale, transferred
the units to trading securities and marked the investment to market, resulting in an unrealised gain of $23 million. Stockland offered

a combination of cash, Stockland stapled securities and options as consideration for the APF units. CGT applicable on the cash, options
and the share component of the stapled securities offered as consideration crystallised on the date of sale, however, CGT on the unit
component of the stapled securities was deferred as this was a scrip for scrip transaction. The consolidated entity provided $8 million
for the full CGT exposure in relation to the total profit as the Stockland units were sold within the next year.

St George wrote off goodwill of $13 million relating to the 1997 acquisition of Advanced Asset Management Limited (which formed
part of the Advance Bank Group) to reflect the loss of future income on the disposal of its APF management rights.

{viii) As a result of the Best Bank project, the consolidated entity was committed to implementing a significant number of redesign

initiatives. The cost of the redesign project of $115 million ($75 million after income tax) includes severance payments, consulting fees,
implementation costs and other associated costs, Only those costs that are incremental to the consolidated entity’s normal operating
costs and directly attributable to the Best Bank project have been included.

St.George resolved to terminate its investment in all of its R&D syndicates. Under an agreement with Ausindustry, St.George will not seek
to claim any further tax deductions on deposit account interest expense from 15 September 2000. The total cost of these terminations
was expected to be approximately $7 million.

17
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(1) Atotal dividend of $16 million was paid of which $5 million related to the 2000 financial year.

(2) Atotal dividend of $16 million was paid of which $5 million related to the 2001 financial year and $11 million related to the 2000 financial year.
(3) Atotal dividend of $17 million was paid of which $8 million related to the 2000 financial year.

(4) A total dividend of $19 million was paid of which $10 million related to the 2000 financial year and $9 million related to the 2001 financial year.
(5) A dividend of approximately $21 million will be payable on 31 December 2001 of which $11 million relates to the 2001 financial year.

(6) A dividend of $9 million will be paid on 20 February 2002 of which $3 million relates to the 2001 financial year.

*Dividends provided for or paid on depositary capital securities will be paid by St.George Funding Company LLC to the holders of the securities,
out of profits to which no franking credits are attached. '

It is anticipated that the balance of the consolidated franking account will be $40 million (2000: $nil) after adjusting for:
() franking credits that will arise from the payment of income tax payable as at the end of the year; and

(i1} franking debits that will arise from the payment of dividends proposed as at the end of the year; and

(iii) franking credits that will arise from the receipt of dividends recognised as receivables at the reporting date; and
(iv) franking credits that the consolidated entity may be prevented from distributing in the subsequent financial year.

18
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By virtue of an Australian Securities and Investments Commission Class Order dated 11 December 1998, the auditors of the Bank and its
controlied entities, KPMG, were exempted from-compliance with section 324(1) and 324(2) of the Corporations Act 2001.

The Class Order exemption applied in that partners and associates of KPMG not engaged on the audit of the Bank and its controlled entities
could be indebted to the Bank, provided that:

(i) such indebtedness did not exceed $5,000; or

(i) section 324(3) applied to the relevant indebtedness; or

(iii) the indebtedness arose upon ordinary commercial terms as to the rate of interest, the terms of repayment of principal and payment

of interest, the security to be provided and otherwise, and it being related to a financial arrangement between the relevant member

and the Bank and /or its controlled entities prior to the member becoming a member of KPMG where the arrangement was not entered
into in connection with becoming a member of KPMG.

The Class Order was rescinded by ASIC in February 2000.
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Options granted to the late Managing Director are set out in Note 39.

No options or shares have been granted to non-executive directors under any of the Bank’s employee share or option plans.

Directors’ remuneration of the consolidated entity includes the remuneration of executives of the Bank that are directors of partly owned
controlled entities. The amount of remuneration included is based on the amount of time spent by the executives on the entities’ affairs.
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NOTE 12 REMUNERATION OF EXECUTIVE OFFICERS

Executives’ remuneration includes cash, all prescribed benefits, superannuation and bonuses.

Executive officers include the late Managing Director, Group Executive Managers and their functional or divisional heads.
The number of executive officers of the consolidated entity whose remuneration for the financial year exceeded $100,000,
fall within the following bands:
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(a) Includes one former employee.
(b) Includes two former employees.
(¢) Includes three former employees.
(d) Former employee.
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*Based on credit equivalent balance, refer Notes 42 and 47
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The independent valuation of selected land and buildings owned by the consolidated entity was carried out at 30 September 2001
by William Doherty (AAPI, Certified Practising Valuer, Bachelor of Business) of Colliers Jardine Consultancy & Valuation, Sydney.
The valuation was performed on the basis of market value as at balance date.
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The future income tax benefit relating to timing differences is brought to account as realisation of the benefit is regarded as being virtually certain.
The amount of the benefit is based on the assumptions that:

(a) the relevant entity is expected to derive future assessable income of a nature and of sufficient amount to enable the benefit to be
realised, or the benefit can be utilised by another entity in the consolidated entity in accordance with Division 170 of the Income Tax
Assessment Act 1997; :

(b) the relevant entity and /or the consolidated entity will continue to comply with the conditions for deductibility imposed by the law; and

(c) income tax legislation should not change in a manner which would adversely affect the ability of the relevant entity and /or consolidated
entity to realise the benefit.
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Terms and Conditions

Ordinary Shares

Holders of ordinary shares have the right to receive dividends as declared and in proportion to the paid up capital of the shares held. In a
winding up, ordinary shareholders would participate in the proceeds from the sale of any surplus assets in proportion to the number and
amount paid up on the shares held. Ordinary shares entitle their holder to one vote (per share held) on a poll, either in person or by proxy,
at a meeting of the Bank.

Preferred Resetting Yield Marketable Equity Securities (PRYMES)

A holder of PRYMES is entitled to receive a non-cumulative dividend at a fixed rate which is fixed every five years (the current rate is 6.36%
per annum), payable in arrears in half-yearly instaliments on 20 February and 20 August until conversion. PRYMES are not redeemable by
St.George but may be converted under certain circumstances. Holders of PRYMES have priority over ordinary shares for payment of dividends
and for return of capital (not exceeding the issue price) and payment of any dividend declared but unpaid on a winding-up. Holders of
PRYMES have no voting rights except in limited circumstances as prescribed by the ASX Listing Rules and their terms of issue.

Capital Management Initiatives

(c) Share Buy-Back

In March 2001, the Bank successfully completed an off-market buy-back of 22.8 million shares (5% of shares on issue at the time) at a price
of $16.50 per share, thereby reducing ordinary equity by $376 million. The buy-back was implemented through a 1 for 20 issue of Sell Back
Rights. The buy-back was funded predominantly through the issue of PRYMES.

(d) Issue of PRYMES
On 21 February 2007, the Bank successfully issued 3 million PRYMES at $100 each. The issue netted $291 million of Tier 1 capital after
associated costs of $9 million.

(e) Conversion of CPS

On 29 March 2007, the Bank converted $360 million of convertible preference shares into 28.2 million ordinary shares.

(f) Conversion of STRYPES
On 14 August 2001, the Bank converted $140 million of unissued allotted capital into 18.4 million ordinary shares.

Dividend Reinvestment Plan (DRP)

The St.George DRP was operational for the 2001 interim ordinary dividend. Shareholders who elected to participate (either in part or in full)
were fimited to minimum participation of 100 shares and maximum participation of 5,000 shares. No discount was offered.

The St.George DRP will operate for the final ordinary dividend. There will be a discount of 2.5% and participation will be from a minimum
of 100 ordinary shares with no cap. For applications under the DRP to be effective, they must be received at the Bank’s Share Registry
{Computershare Investor Services Pty Ltd, Level 3, 60 Carrington Street, Sydney) by 5.00pm on 23 November 2001.
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(1) Interest spread represents the difference between the average interest rate earned and the average interest rate paid on funds.
(2) Interest margin represents net interest income as a percentage of average interest earning assets.
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NOTE 39 SHARE AND OPTION PLANS

Three employee share plans and one executive option plan were approved by shareholders at the Annual General Meeting on 3 February
1998. Details of these plans are as follows:

(a) Employee Reward Share Plan (Reward Plan)

On 12 January 2007, 479,534 ordinary shares were allotted as bonus shares to 6,754 eligible employees for nil consideration under the
Reward Plan. The bonus shares had a market value of $13.90 per share at the date of allotment.

The Reward Plan provides eligible employees with up to $1,000 of ordinary shares per annum at no cost. Allocations under the plan are
subject to the achievement of predetermined performance targets as set by the Board and communicated to staff and overriding Board
discretion.

(b) Employee Share Purchase Plan (Purchase Plan)

All permanent employees with continuous service of at least one year as at any relevant share acquisition date, are eligible to participate in the
Purchase Plan. Allocations of ordinary shares can occur by allotment or by purchase on market. In consideration for the shares allocated,
employees forego remuneration equivalent to the market value of the shares on the date of issue and at a discount equivalent to that
available under the Bank’s Dividend Reinvestment Plan, when operational. Brokerage and stamp duty are payable by the Bank.

Details of ordinary shares allocated under this Plan are as follows:

Date of Allocation Number of Ordinary Average Purchase Price Number of Employees

Shares Allocated of Shares Acquired Participating
1 December 2000 78,484 131 211
20 December 2000 17,830 1344 10
12 January 2001 287,573 139 356
29 May 2001 59,869 15.22 191
8 June 2001 25,614 15.57 12

The above shares were purchased on market with staff sacrificing remuneration equivalent to the purchase price less a discount equivalent
to that offered to shareholders under the Bank’s Dividend Reinvestment Plan when operational. The 1 December 2000 and 29 May 2001
allocation included 3,263 and 2,809 ordinary shares allocated to the Managing Director, Mr E A O’Neal (since deceased), which were
allocated on the same terms and conditions as other participating employees.
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NOTE 39 SHARE AND OPTION PLANS (continued)

(c) Employee Performance Share Plan (Performance Plan)
Details of awards, comprising rights over unissued ordinary shares, granted under the Performance Plan are as follows:

.
o

Balance of awards at 30 September 2001 have a market value of $17.8 million at that date.

The allocation of shares under the Performance Plan is subject to the achievement of specific performance hurdles set by the Board.
In accordance with the Rules of the Performance Plan and as approved by shareholders, share allocations can occur by allotment or by
purchase on market. The Board will assess the most appropriate basis of allocation at the time each award is exercised.
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NOTE 39 SHARE AND OPTION PLANS (continued)

(d) Executive Option Plan (Option Plan)

Executive officers and the Managing Director are eligible to participate in the Option Plan. Exercise is conditional upon the Bank achieving a
prescribed performance hurdle. Separate performance hurdles have been established in relation to the exercise of the Managing Director's
options. The options do not grant rights to the option holders to participate in a share issue of any other body corporate. Non-executive
directors are not eligible to participate in the Option Plan.

(1) The options may be exercisable at an earlier date as prescribed by the Option Plan Rules.
(2) A premium is added to the exercise price of the options which represents the time value of money component of the value of the options
(calculated as the difference between the actual dividend and bond yields for the year from the Grant Date of the opticns to the earliest

exercise date). The exercise price represents the market value of the Bank’s ordinary shares at the Grant Date of the options. This market value
represents the weighted average trading price during the five trading days prior to the Grant Date, calculated in accordance with the Option
Plan Rules.

(3) Participating executives, including the late Managing Director, are required to hold a minimum of 5,000 ordinary shares in the Bank in order
to participate in the Option Plan.
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NOTE 39 SHARE AND OPTION PLANS (continued)

(d) Executive Option Plan (Option Plan) (continued)

Shareholders approved at the Bank’s Annual General Meeting on 18 December 1998 to grant 1,500,000 options over the unissued ordinary
shares in the Bank to the late Managing Director, Mr E A O’Neal. The exercise price of the options is $9.41 plus a premium. The options were
granted in three equal parcels and are exercisable as follows:

Options Granted Exercise Period Performance Hurdle
500,000 At any time in the period between At any time during the Exercise Period but before exercise,
18 November 2000 and the date being the weighted average price of the Bank’s ordinary shares during
5 years after the grant date of the options. any ten consecutive trading days during the Exercise Period
must exceed the Exercise Price by more than 20%.
500,000 At any time in the period between At any time during the Exercise Period but before exercise,
18 November 2001 and the date being the weighted average price of the Bank’s ordinary shares during
5 years after the grant date of the options. any ten consecutive trading days during the Exercise Period
must exceed the Exercise Price by more than 25%.
500,000 At any time in the period between At any time during the Exercise Period but before exercise,
18 November2002 and the date being the weighted average price of the Bank’s ordinary shares during
5 years after the grantdate of the options. any ten consecutive trading days during the Exercise Period

must exceed the Exercise Price by more than 30%.

(e) Non-Executives Directors’ Share Purchase Plan (Directors’ Plan)

A Non-Executive Directors’ Share Purchase Plan was approved by shareholders at the Bank’s Annual General Meeting held on 17 December 1599.
Al non-executive directors are eligible to participate in the Directors’ Plan. Ordinary shares are acquired on market. In consideration for the shares
acquired on their behalf, non-executive directors forego directors’ fees equivalent to the purchase price of the shares and a discount equivalent to
that available under the Bank’s Dividend Reinvestment Plan when operational. Brokerage and stamp duty are payable by the Bank,

Details of shares allocated under the Directors’ Plan are as follows:

Date of Aliocation  Number of Ordinary Shares Number of Participating Average Purchase
Acquired on Market Non-Executive Directors Price of Shares Acquired
1 December 2000 11,440 5 131
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NOTE 42 CONTINGENT LIABILITIES AND CREDIT COMMITMENTS

Detailed below are the notional amounts of contingent liabilities and credit commitments, together with their credit equivalent amounts. The
notional amount represents the maximum credit risk. The credit equivalent amount records the estimated maximum or total potential loss if
the counterparty were to default and is determined in accordance with APRA's risk weighted capital adequacy guidelines.

In accordance with the rules relating to clearing arrangements contained in the Regulations of the Australian Paper Clearing System and
in the Regulations of the Bulk Electronic Clearing System under the Australian Payments Clearing Association Limited, the Bank is subject

to a commitment to provide liquidity support to the clearing system in the event of another clearing financial institution failing to settle.

(c) Deed of Cross Guarantee

Pursuant to an Australian Securities and Investments Commission (ASIC) Class Order 98/1418 dated 13 August 1998, relief was granted
during the year to the controlled entities listed below from the Corporations Act 2001 requirements for preparation, audit and publication of
Financial Reports. It is a condition of the Class Order that the Bank and each of the controlled entities enter into a Deed of Cross Guarantee.
The effect of the Deed is that the Bank guarantees to each creditor, payment in full of any debt in the event of winding up of any of the
controlled entities subject to the Deed, under certain provisions of the Corporations Act 2001. If a winding up occurs under other provisions
of the Act, the Bank will only be liable in the event that after six months, any creditor has not been paid in full. The controlied entities have
also given similar guarantees in the event that the Bank is wound up.

The controlled entities which were subject to the Deed as at 30 September 2001 were:
St.George Finance Limited
Advance Leasing Limited
Canberra Advance Property Limited

The controlled entities which are a party to this Deed do not have any external liabilities other than taxation.
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The measurement basis in respect of the assets and liabilities above is consistent with Note 1 to the financial statements.

(d) Litigation
Contingent liabilities exist in relation to matters of litigation and/or possible matters of litigation which, at the date of adoption of this
Financial Report, have not been resolved.

An assessment of the likely loss to the Bank and its controlled entities has been made in respect of the above mentioned on a claim by claim
basis and specific provision has been made where appropriate. The consolidated entity does not consider that the outcome of any current
proceedings, either individually or in aggregate, is likely to materially affect its operations or financial position.

(e) Service Contracts

Service contracts have been entered into with the Group Executive Investment Services, Mr R Cawsey and the Group Executive
Personal Banking, Mr W Ott. Under the terms of each contract, the Bank may be required to make a payment to these executives
in the event of their employment being terminated.
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NOTE 43 EMPLOYEE ENTITLEMENTS AND SUPERANNUATION COMMITMENTS

1. Employee Entitlements
Aggregate employee entitlements, including on-costs, have been disclosed in Note 30 to the Financial Statements.

2. Superannuation Commitments
The Bank and its controlled entities have contributed to the following superannuation funds operated within the Group:

St.George Staff Retirement Fund ASGARD Superannuation Account
Fund type Defined benefit* Defined contribution
Type of benefits Lump sum Lump sum
Date of last actuarial review 1 July 2000 Not required for fund
Name of actuary Mr P Hughes BA FIAA FIA Not required for fund
Basis of contributions Various percentages of In accordance with prevailing legislation

employees’ superannuation salaries

There are sufficient funds available in these superannuation funds in the event of:

(i) termination of the funds

(i} voluntary termination of employment of each member

{iii) compulsory termination of employment of each member.

*Benefits of members of the St.George Staff Retirement Fund who joined the fund prior to 1 July 1990 are provided on a defined benefit
basis. Otherwise, benefits are provided on a defined contribution basis.

During the year, funds held in St.George Executive Superannuation Fund and M&F Retirement Funds were transferred to St.George Staff
Retirement Funds.

The fund assets at net market value, accrued benefits and vested benefits of the defined berefit funds are as follows:

Employer contributions paid to the above funds were $29 million (2000: $27 million).

The above amounts were determined as at 30 June 2001 oy, in the case of employer contributions, they relate to the year ended

30 September 2001,

(i} Accrued benefits in respect of the St.George Staff Retirement Fund have been determined based on amounts calculated by the actuary
at the date of the most recent actuarial reviews, being 1 July 2000 (St.George Staff Retirement Fund: 31 December 2000; M&F
Retirement Fund and St.George Executive Superannuation Fund 30 June 2001).

During the year the St.George Executive Super Fund and the M&F Retirement Fund ceased to exist.

(i) The St.George Executive Superannuation Fund was established on 1 September 1995. The accrued benefits of this fund have been based
on amounts calculated by the actuary at the date of the most recent actuarial review, being 1 July 1998 and an estimate from the actuary
of the benefits that have been accrued in the period 2 July 1998 to 30 June 2001.

The total funds assets of St.George Staff Executive Superannuation Fund of $4 million was transferred to St.George Staff Retirement
Fund on 29 June 2001.

(iii) Accrued benefits in respect of the M&F Retirement Fund have been determined based on amounts calculated by the actuary at the date of
the most recent actuarial review; being 1 June 2000 and an estimate from the actuary of benefits which have accrued in the period 1 June
2000 to 31 December 2000. On 31 December 2000 the total funds assets of $38m in M&F Retirement Fund was transferred to the St.George
Staff Retirement Fund.

Accrued benefits are benefits which the fund is presently obliged to pay at some future date, as a result of membership of the fund.

Vested benefits are benefits which are not conditional upon the continued membership of the fund or any factor, other than resignation from the fund.
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Notes

(a) St.George Funding Company LLC is a Delaware limited liability company and carries on business in the USA. St.George Insurance Pte Ltd is

incorporated in and carries on business in Singapere. Managerial and Financial Services (Hong Kong) Limited is incorporated in Hong

Kong. Scottish Pacific Business Finance Limited is incorporated in and carries out business in New Zealand. All other controlled entities are

incorporated in Australia.

b) In liquidation.

(

(¢) Incorporated 5 December 2000.

(d) Formerly AAM Nominees Pty Limited
(

e) The following controlled entities were disposed of during the year:

Adba Pty Limited

Advance Life Insurance Limited

Goldset Pty Limited

Hanstock Fasteners Pty Limited

Hanstock Home Systems Pty Limited
Kerbridge Diagnostics Pty Limited
Kerbridge Imaging Pty Limited

Kerbridge Local Systems Pty Limited
Kerbridge Waste Management Pty Limited
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The consolidated entity operates predominantly in Australia.

Sold
Deregistered
Sold
Sold
Sold
Sold
Sold
Sold
Sold
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15 December 2000
15 June 2001

28 February 2001
28 March 2001

31 January 2001

15 December 2000
29 June 2001

22 November 2000
15 December 2000
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NOTE 46 INTEREST RATE RISK
Interest rate risk arises from a variety of sources including mismatches between the repricing periods of assets and liabilities. As a result of
these mismatches, movements in interest rates can affect earnings or the value of the consolidated entity.

The objective of the consolidated entity’s interest rate risk management policies is to minimise fluctuations in earnings over time from
volatility in movements in interest rates.

(i) Interest Rate Risk in Non-Trading Activities

Interest rate risk is monitored by the Bank’s Balance Sheet Management unit to ensure that aggregate exposure to interest rate risk is
contained within policy guidelines and defined limits set by the Bank’s Asset and Liability Committee (ALCO) which reports to the Board.

The Balance Sheet Management unit reports to ALCO at least monthly.

The gap position between when assets, liabilities and synthetic instruments are contractually due to reprice represents one measure of the
consolidated entity’s interest rate risk position. The table below details the gap position at 30 September. The Bank does not use this
information to manage interest rate risk as the contractual repricing gap position does not reflect the Bank's anticipated repricing gap position.
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Gap positions are managed by the Balance Sheet Management unit through the use of derivative products, particularly swaps and options.

Interest rate risk also arises from the impact of interest rate shifts on pricing relationships between asset and liability products of a retail or
wholesale nature. The risk is monitored through simulation modelling which estimates the impact on net interest earnings due to changes in
interest rates and /or the size and mix of the consolidated entity’s balance sheet. Through the use of this simulation model, ALCO oversees
interest rate risk management by determining profit risk parameters, product design and pricing policies.

The model’s key assumptions are regularly reviewed to take account of both historical relationships and the current competitive and interest
rate environment. Risk to earnings is measured by calculating the fluctuation in net interest earnings based on a 1% paralle! increase in the
bank bill swap curve. This risk is managed to ensure the net interest earnings fluctuation in the next 12 months is limited to a maximum of
10% of operating profit after income tax. This measure captures spread and market risk exposures.

(ii) Market Risk from Trading Activities
Market risk represents the risk to earnings from movements in price due to fluctuations in interest rates, exchange rates and market volatility.
Market risk from trading activities is measured and reported by staff segregated and independent from the dealing, settlements and
accounting functions. Intra day and overnight limits have been implemented by the Board. A Value-at-Risk (VaR) based on variance-
- covariance methodology is used as the primary method to quantify potential gains or losses resulting from movements in market interest
rates and underpins the limit structures referred to above. The policy discipline applies to both trading and investment portfolios and includes
physical positions and derivatives and performance against limit is reported to the Board Risk Management Committee monthly.
The consolidated entity uses an internal model for the calculation of VaR. For the unique risks relating to options, a contingent loss matrix,
developed according to the specifications of Prudential Statement C3 (PSC3), issued by the Australian Prudential Regulation Authority
(APRA), is used to generate deita-equivalent cash flows for use in the VaR model and a separate measurement for gamma, vega and other
_ higher order terms. Both models use a $9% confidence interval and a 1 day holding period. APRA has accredited the consolidated entity’s
internal model for the calculation of capital allocation to market risk.
Stress testing of trading positions is conducted daily and back-testing of the internal VaR model is conducted monthly to ensure that the
model is a viable predictor of actual trading losses.
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NOTE 47 DERIVATIVES
Derivative Financial Instruments

Definition
A derivative is a financial instrument which provides the holder with the ability to participate in some or all of the price changes
of an underlying financial asset, reference rate or index.

Common derivatives used by the consolidated entity are swaps, options, futures, forwards and foreign exchange contracts.
The major characteristics of these are summarised below.

*Swaps

An interest rate swap is an agreement between two parties to exchange interest obligations periodically based on an underlying notional
principal. A cross currency swap involves a principal exchange of amounts in one currency for another currency and a re-exchange of the same
principal amounts at maturity. Interest payments and receipts on the principal amounts are exchanged periodically throughout the term.

*Options

An option is a contract that grants the holder the right but not the obligation to buy or sell the underlying asset at a specific price on a
specified date. A call option grants the holder the right but not the obligation to buy at a specified price whereas a put option grants the
holder the right but not the obligation to sell at a specified price. The purchaser or holder of the option pays a premium up front to acquire
the rights in the option. The risk to the holder is limited to the premium whilst the risk to the seller of the option is unlimited.

*Futures
A futures contract is a binding obligation to buy or sell a specific quantity of a specific type of goods at an agreed price. Every contract has
a buyer and a seller. Most contracts dealt on exchanges are closed out prior to delivery date.

*Forwards
A forward rate agreement (FRA) is an agreement to fix an interest rate on an agreed notional amount, term and date. The parties then settle
the difference between the agreed interest rate and the market rate on the FRA settlement date.

Objectives for Holding Derivative Instruments
The consolidated entity makes use of the derivatives market both for trading purposes and to manage the risk of the Statements of Financial
Position.

*Hedging
Derivatives provide protection to income streams in a volatile financial environment.

Derivatives enable holders of actual or anticipated assets and liabilities (those with a value that may vary with rising or falling interest rates)
to modify and eliminate the risk of varying values by transferring it to another entity that is willing to assume the risk.

The consolidated entity’s objective when entering the derivative market for asset and liability management purposes is to protect future
interest income streams in light of uncertain economic variables. The core operations of the consolidated entity are subject to the risk of
interest rate fluctuations to the degree that the interest earning assets exceed the interest bearing liabilities or vice versa, in any given maturity
or repricing period.

*Trading

The majority of derivatives trading originates from proprietary trading and servicing selected clients’ needs. Strict controls and trading limits are
used to monitor the price risk resulting from interest rate and exchange rate fluctuations on net open positions. The credit risk associated with
the instruments is limited to the current net market value which represents a small portion of the notional amount.

Strategies for Achieving Objectives for Holding Derivative Instruments

The primary objective in asset and liability management is to provide the maximum level of income while maintaining prudent levels of interest
rate, liquidity and funding risk. In order to achieve these objectives a variety of interest rate forwards, swaps and options as well as cross currency
derivatives are employed.

For all activities, the consolidated entity monitors future interest rate risk by simulating future net interest income resulting from applying
a variety of different rate scenarios to its projected Statement of Financial Position. The consolidated entity also seeks to manage net interest
income by hedging interest rate exposure arising from anticipated future transactions.

This process is controlled and managed through ALCO which addresses risk exposures and hedging requirements on a monthly basis (or more
frequently if required). Where an on-balance sheet solution cannot be employed to position the Statement of Financial Position effectively, the
derivatives market is used.

The risks associated with derivatives are identical to the risks that are encountered by the consolidated entity for normal retail and commercial
banking business (credit risk, market risk and liquidity risk). These risks are managed consistently in line with the consolidated entity’s overa}
risk management policies.
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NOTE 47 DERIVATIVES (continued)

The following table provides an overview of the consolidated entity’s exchange rate and interest rate derivatives. It includes all trading and
non-trading contracts.

The credit equivalent amounts represent a measure of the potential loss to the consolidated entity as a result of non performance
by a counter party.

The notional amounts for derivatives do not represent assets or liabilities on the Statements of Financial Position, but represent the basis
for calculating net amounts from underlying reference rates. The consolidated entity’s exposure to counter party risk is, therefore, limited
to the positive value attached to the derivative arising from favourable movements in the underlying reference rates.

The credit risk associated with futures contracts is negligible as contracts are collateralised by cash with any changes in market value of
contracts being settled on a daily basis with the clearing house.

As the consolidated entity’s primary reason for holding derivatives is for Statement of Financial Position hedging purposes, the majority of
derivatives have been transacted with financial institutions of investment grade quality. The consolidated entity’s credit policy and procedures
ensures that exposures to counter party risks are constantly monitored, thereby limiting credit risk concentration to any individual counter
party through risk limits approved by the Board.

NOTE 48 RELATED PARTY INFORMATION

Australian banks have been exempted (subject to certain conditions), under an ASIC Class Order 98/110 dated 10 July 1998, from making
disclosure of:

- any loan made, guaranteed or secured by a bank to related parties (other than directors); and
- financial instrument transactions between related parties (other than in respect of shares and share options),

where a director of the relevant entity is not a party and where the loan or financial instrument transaction is lawfully made and occurs
in the ordinary course of banking business on either:

- an arms-length basis, or
- with approval of a general meeting of the relevant entity and its ultimate parent entity.
The exemption does not cover transactions which relate to the supply of goods and services to a bank.

The Class Order does not apply to a loan or financial instrument transaction which any director of the Bank should be reasonably aware that,
if not disclosed, would have the potential to adversely affect the decisions made by users of the financial statements about the allocation
of scarce resources.

This exemption is subject to the Bank lodging with ASIC, a statutory declaration made by two (2) directors, confirming compliance
with the provisions of the Class Order. The Bank will be lodging such a declaration with ASIC in its Annual Return in respect of the year
ended 30 September 2001,
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NOTE 48 RELATED PARTY INFORMATION (continued)

Directors:

The names of each person holding the position of director during the financial year are:
F J Conroy
1 3 Mallick
E A O'Neal
L F Bleasel
J'S Curtis
G Ettinger
P D Risherwood
G J Reaney
J M Thame

Loans to directors:
The aggregate amount of loans outstanding as at 30 September 2001 was $Nit (2000: SNil).

Shares and share options of directors:

The aggregate number of shares acquired by directors and their director related entities, resulting from transactions with the Bank during
the financial year ended 30 September 2001, was 28,174 (2000: 21,156) ordinary shares. The aggregate number of shares in the Bank held by
the directors and their director related entities as at 30 September 2001 were 319,907 (2000: 291,733) ordinary shares, nil (2000: 4,129)
converting preference shares and 649 (2000: Nil) preferred resetting yield marketable equity securities. On 1 December 2000 and 29 May
2007, ordinary shares of 3,263 and 2,809 were allocated to the Managing Director, Mr E A O'Neal (since deceased) in accordance with

the terms and conditions of the Employee Share Purchase Plan. The shares were acquired on market by the Plan.

No shares were disposed of by directors and their director related entities resulting from transactions with the Bank.

Details of share options granted to the Managing Director are detailed in Note 39. No share options have been granted to
non-executive directors.

Other transactions of directors and their director related entities:

(a) Financial instrument transactions

Financial instrument transactions (other than in respect of loans and shares disclosed above) with the directors of the Bank accur
in the ordinary course of business of the Bank on an arm'’s length basis, and are considered to be trivial or domestic transactions as
they are in the nature of normal personal banking and deposit transactions.

(b) Other transactions (other than financial instrument transactions)

~ Pursuant to a corporate agency agreement dated 29 June 1988 and a life agency agreement dated 31 May 1992, the Bank received
commission income from Royal and Sun Alliance Insurance Limited, of which Mr J J Mallick is a director. During the financial year, the Bank
received commission income of $2,795,589 (2000: $4,949,311) from Royal and Sun Alliance Insurance Limited which was calculated
at standard business rates. Insurance premium payments by the Bank to Royal and Sun Alliance Insurance Limited in the ordinary course
of business was $418,845 (2000: $431,249).

- During the financial year, the Bank made donations of $25,000 (2000: $250,000) to the St.George Foundation Trust {the Foundation).

Messrs F J Conroy, J J Mallick and E A O’Neal were Governors of the Foundation during the year, which was founded by the Bank
for public charitable purposes.

~ Mr L F Bleasel was the Managing Director of The Australian Gas Light Company up to 28 February 2001 Mr G J Reaney is a director
of The Australian Gas Light Company. Payments by the consolidated entity for the provision of goods and services in the ordinary course
of business during the year to this company was $780,624 (2000: $1,137,887).

- MrJS Curtis is the Chairman of Allianz Australia Limited and the Chairman of First Data Resources Australia Limited’s Advisory
Committee. Insurance premium payments by the Bank to Allianz Australia Limited, in the ordinary course of business, was $597,652
(2000: $538,378). Payments made to First Data Resources Australia Limited in the ordinary course of business were $5,005 (2000: $Nil).

- During the financial year, Mr L F Bleasel became a director of QBE Insurance Group Limited. Insurance premium payments by the Bank
to QBE in the ordinary course of business was $163,639 during the financial year.
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
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NOTE 48 RELATED PARTY INFORMATION (continued)

(c) Controlled entities:

The Bank’s aggregate investment in amounts receivable from and amounts due to controlled entities are disclosed in the Statement
of Financial Position of the Bank.

Details of amounts paid or received from controlled entities in the form of dividends or interest are set out in Notes 2 and 3 to
the Financial Statements.

NOTE 49 NET FAIR VALUE OF FINANCIAL INSTRUMENTS
The following disclosure is limited to the net fair value of the consolidated entity’s on and off-balance sheet financial instruments.

The disclosure excludes all non-financial instruments and hence the aggregate net fair value amounts are not representative of the underlying
value of the consolidated entity.

The net fair value represents the amount (after transaction costs) for which an asset could be exchanged or a liability settled in an arms-length
transaction between willing parties, The value of the consolidated entity’s relationship with customers together with non-financial
instruments are not included in the disclosure below.

Quoted market prices are adjusted for material transaction costs and used as the measure of net fair value. Where quoted market prices are
not available, net fair values are based on present value estimates or other methods of valuation. The fair value of short term financial
instruments is estimated to equal their carrying value as these instruments reprice or mature in 180 days or less with no significant change
in credit risk.

The estimates of net fair value are subjective and involve the exercise of judgement. Changes in assumptions used could have a material
impact on the amounts disclosed. As a result, it is difficult to make reasonable comparisons of the consolidated entity to other financial

institutions due to the wide range of valuation techniques and numerous estimates which must be made.
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NOTE 49 NET FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

Cash and liquid assets, due from other financial institutions and bank acceptances of customers
The carrying value of cash and liquid assets, due from other financial institutions and bank acceptances of customers approximate their
net fair value as they are short term in nature or are receivable on demand.

Trading securities
Trading securities are recorded at market value. Market value is based on quoted market prices, broker or dealer price quotations.

Investment securities
Net fair value is based on quoted market prices, broker or dealer price quotations. Where such prices are not available, net fair value
is estimated using quoted market prices for securities with similar characteristics.

Loans and other receivables

The carrying value of loans and other receivables is net of specific and general provisions for doubtful debts and unearned income.

For variable rate loans (excluding impaired loans), the carrying amount is a reasonable estimate of net fair value. The net fair value of
fixed rate loans that reprice within six months of balance date is the carrying value at 30 September. For other fixed rate loans, the net fair
value was calculated by discounting the estimated future cash flows using current market rates.

For impaired assets the net fair value is calculated by discounting expected future cash flows using a discount rate which includes a premium
for uncertainty of the cash flows.

Deposits and other borrowings

The net fair value of at call, variable rate deposits and fixed rate deposits repricing within six months, is the carrying value at 30 September.
For other deposits, discounted cash flow models based upon current market rates for debt with similar characteristics and maturities were
used to calculate net fair values.

Due to other financial institutions
The carrying values of balances due to other financial institutions is considered to approximate their net fair value.

Bonds and notes and loan capital
The net fair values of bonds and notes and loan capital was calculated based on quoted market prices at 30 September. Where quoted prices
were not available, a discounted cash flow model using a yield curve appropriate for the remaining maturity of the instrument was used.

Other financial liabilities
This category includes the on-balance sheet impact of derivatives for which the net fair value is calculated by discounting projected cash flows
using current market yields. The carrying amount of accrued expenses payable is considered to approximate the net fair value.

Provision for income tax, dividends, employee-entitlements and restructuring are not considered to be financial instruments.
NOTE 50 EVENTS OCCURRING AFTER REPORTING DATE

Acquisition of WealthPoint Limited

On 5 November 2007, St George Group Holdings Pty Limited acquired the shares and had cancelled the options of WealthPoint Limited it
did not already own. The total carrying value of the investment in WealthPoint Limited following the completion of the transaction

was $138 million, giving rise to goodwill of approximately $130 million.

The financial results of WealthPoint Limited are to be consolidated from 5 November 2001.
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ST.GEORGE BANK LIMITED AND ITS CONTROLLED ENTITIES
DIRECTORS' DECLARATION
FOR THE YEAR ENDED 30 SEPTEMBER 2001

In the opinion of the directors of St.George Bank Limited:
1. {a) the financial statements and notes, set out on pages 2 to 52 are in accordance with the Corporations Act 2001, including:

(i) giving a true and fair view of the financial position of the Bank and the consolidated entity as at 30 September 2001 and their
performance, as represented by the results of their operations and cash flows for the year ended on that date; and

(i) complying with Accounting Standards and Corporations Regulations 2001; and

(b) at the date of this declaration, there are reasonable grounds to believe that the Bank will be able to pay its debts as and when they fall due.

2. There are reasonable grounds to believe the Bank and the subsidiaries identified in Note 42 (c) wilt be able to meet any obligations or liabilities
to which they are or may become subject 1o by virtue of the Deed of Cross Guarantee between the Bank and those subsidiaries pursuant
to ASIC Class Order 98/1418.

For and on behalf of the Board of Directors and in accordance with a resolution of the directors.

:":-f:. . = f’

F J Conroy

Executive Chairman

f,.a'v'?'_c o,
Tgapd o
a0 v

J J Mallick

Deputy Chairman

Dated at Kogarah, New South Wales
7 November 2001
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ST.GEORGE BANK LIMITED AND ITS CONTROLLED ENTITIES
INDEPENDENT AUDIT REPORT TO THE MEMBERS OF ST.GEORGE BANK LIMITED
FOR THE YEAR ENDED 30 SEPTEMBER 2001

SCOPE

We have audited the financial report of St.George Bank Limited, for the year ended 30 September 2007, consisting of the statements of financial
performance, statements of financial position, statements of cash flows, accompanying Notes (1 to 50), and the directors’ declaration set out on
pages 2 to 53. The financial report includes the consolidated financial statements of the consolidated entity, comprising the Bank and the entities it
controlled at the end of the year or from time to time during the financial year. The Bank’s directors are responsible for the financial reports. We have
conducted an independent audit of this financial report in order to express an opinion on them to the members of the Bank.

Our audit has been conducted in accordance with Australian Auditing Standards to provide reasonable assurance whether the financial reports are free
of material misstatement. Our procedures included examination, on a test basis, of evidence supporting the amounts and the other disclosures in the
financial reports, and the evaluation of accounting policies and significant accounting estimates. These procedures have been undertaken to form an
opinion whether, in all material respects, the financial reports are presented fairly in accordance with Accounting Standards and other mandatory
professional reporting requirements and statutory requirements in Australia so as to present a view which is consistent with our understanding of

the Bank’s and the consolidated entity’s financial position and performance, as represented by the results of their operations and cash flows.

The audit opinion expressed in this report has been formed on the above basis.

AUDIT OPINION
In our opinion, the financial report of St.George Bank Limited is in accordance with:
a) the Corporations Act 2007, including:

(i) giving a true and fair view of the Bank’s and consolidated entity’s financial position as at 30 September 2001 and of their
performance for the year ended on that date; and

(i) complying with Accounting Standards and Corporations Regulations 2001; and

b) other mandatory professional reporting requirements.

Kpul,

KPMG

Y e

‘o X ;
/;,?:I.:;:)‘ i

JF Teer 3

Partner

45 Clarence Street, Sydney, New South Wales, 2000
7 November 2001
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SUPPLEMENTARY FINANCIAL INFORMATION
FOR THE YEAR ENDED 30 SEPTEMBER 2001

CAPITAL ADEQUACY

Under Australian Prudential Regulation Authority’s (APRA) risk based framework, Statement of Financial Position exposures are assessed on
potential risk of borrower and counterparty default. This credit risk is divided into three broad types of counterparty, being, governments,
banks and other counterparties, with individual exposures weighted according to four categories of risk weighting (0, 20, 50 and 100 per
cent). in addition to counterparty credit risk, limited recognition is given to underlying collaterals and guarantees.

Effective from 1 January 1998, APRA requires Australian banks to hold sufficient levels of capital to cover the market risk of their trading
books. Market risk is the risk of loss arising from the movements in market price in both on and off balance sheet positions.

APRA's guidelines stipulate banks must maintain a ratio of qualifying capital to risk-weighted assets {credit risk assets plus notiona! market risk
assets) of at least 8 per cent. Qualifying capital is comprised of two discrete tiers, Tier 1 capital must constitute at least 50 per cent of the
minimum capital requirement and the contribution made to the capital adequacy ratio by Tier 2 capital cannot exceed that made by Tier 1.
Investments (pre-acquisition retained earnings) in funds management and administration companies and the investment in the mortgage
insurance company (St.George Insurance Pte Ltd) are deducted from Tier 1 capital. Holdings of other banks’ capital instruments and
investments (excluding pre-acquisition retained earnings) in funds management and administration companies and life companies are
deducted from the total of Tier 1 and Tier 2 capital.

The position with respect to these ratios as at 30 September is summarised below:

55



)

O

0

(N

)

56

ST.GEORGE BANK LIMITED AND ITS CONTROLLED ENTITIES
SUPPLEMENTARY FINANCIAL INFORMATION
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*The difference between total on balance sheet assets and the consolidated entity’s Staternent of Financial Position results from the
alternative treatment prescribed by APRA for items such as goodwill and provisions for bad and doubtful debts.




